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In the Automotive industry, 


too, Repeat-O-Pak floating 
carbon paper is busy every 
where slashing the cost of 
continuous forms writing! 

















: CHRYSLER, FORD, HUDSON, , 
= 3 | STUDEBAKER, PACKARD...many of the great names in cll 
is aes the automotive industry famous for “stop-watch”’ operating BE 
ea efficiency...depend on Repeat-O-Pak floating carbon paper a 
: as the most efficient, economical method of writing == 
ee continuous forms. Much faster, cleaner, easier-to-use. ES 
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STANDARD MANIFOLD COMPANY Dept. A11-51 * Carbon Papers * Inked Ribbons * 333 W. Lake St. * Chicago, Ill. 
Offices in Principal Cities * In Canada: Budge Carbon Paper Mfg. Co., Ltd., Montreal 3, Quebec 






floating carbon paper for continuous forms 
used on all kinds of forms-writing machines... 
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I.B.M. and Underwood Formswriters ... 
Moore Carbon-Saver and Uarco Adapters. 






TRAINING 
You CAN 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for LAS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to IAS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the [AS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 


IAS training. 
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GEORGE P. ELLIS Practicing Certified Publie Accountant ; Member of Faculty, International Accountants Society, 
ry Ine. ; Former President, Illinois Chamber of Commerce ; Former President, American Society of 
<i¥e Certified Public Ac countants ; Former President, Executives Club of Chicago 

THOMAS W. LELAND Head, Department of Business Administration, Tezas A. and M. Colieye; Past President, Ameri- 

B.A., M.A.. C.P.A can Accounting Association ; Former Educational Director, American Institute of Accountants ; 
fe, MAA, CPA. Past President, Tezas Society of C.P.A.’s; Editor of ‘Contemporary Accounting.” 

DEXTER S. KIMBALL Chairman, Board of Directors, International Accountants Society, 4xc.; Dean Emeritus, College 

M.E., LL.D., D.Sc ‘ ineering, Cornell University; Former President, American Society of Mechanical Engi 

joRoey 7 ers; author of “Cost Finding,” “Industrial Economics,’ and other textbooks 

LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, 

B. Ph. D Board of Directors, The Ronald Press Company; Former Director, Department of Management, 
sis tie New York University; author of “Office Management’ and other textbooks. 
STEPHEN GILMAN Educational Director, International Accounta nts ociety, In author of “Accounting Concepts 

B A of Profit,” “Analyzing Financial Staten neiples of Accounting,’’ “What the Figures 

— ee Mean,” and numerous technical articles on accounting and allied subjects 


FACULTY 


Stanley E. Beatty, C. - ie 5 Frank H. Murray, C.P.A G. E. Taylor, C.P.A. 
Robert Dick, B.L., PLA. Kenneth E. Oakley, C.P.A 

Roy E. Duvall, B. ts nf %& P.A. A., C.P.A. William A. Parrish, B.S., C.P.A 

George P. Ellis, C.P. A. James W. Love, C.P.A. Samuel D. Plotnick, C.P.A Earl R. White, C.P.A. 

















idditional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 


HICAGO 6, ILLINOIS 
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World’s simplest way to handle 


Payroll Caleulations 


74 


is on the 


ae for any size payroll — 
straight time, overtime, deductions, take- 
home pay, payroll recap — are performed 
by the Friden fully-automatic Calculator 





with fewer operator decisions than on any ak [| (| ta 


other calculating machine. 

This is only one example of Friden 
“figure thinking”. Inventory and invoices... 
interest and percentages...figure problems 


| ry) 


. . 
of engineering and production—these and ne 11 n | | n 
other computations are processed swiftly E : ALI 


by the Friden. So automatically that no 
special operator training is required. P 

Any business becomes instantly more 
efficient when Friden takes over the figur- 4% 
ing. Time-savings quickly pay the cost of OL 
the machine! 





Figure on a Friden: Call in the Friden 
Man near you. Learn Friden applications 
to your business. Friden sales, instruction 
and service available throughout the U.S. 
and the world .. . FRIDEN CALCULATING 
MACHINE CO., INC., San Leandro, California. 


it takes work 
out of figure-work 


FE. J. POTTNER, CHIEF ACCOUNTANT, Mc QUAY, INC., MINNE- 
APOLIS, MINN., writes: “We started using the Friden 
Caleulator over eight years ago for one operation in 
our Accounting Department. Since then, we have 


AIR CONDITIONING 
EQUIPMENT MAKER 
USES FRIDENS 











— 








achine 


American Business 






Friden Calculating Machine Co., Inc. 


added Friden Calculators to most operations in the 
Accounting, Payroll, Cost, Laboratory, Sales Engineer- 
ing and Purchasing Departments. We find them ex- 
tremely satisfactory for all applications involved.” 





VOLUME XX, No. 4 


WALTER MITCHELL, JR., Editor 
PAUL HAASE, Managing Editor 


= JOHN A. MURPHY, Advtg. Mgr 





Contents for April 1952 


FEATURES Page 
OPERATION CRITICAL! IS YOUR COMPANY 

PROSPEROUS—BUT BROKE?—Edward W. Buge ; 157 

PENNY ELIMINATION—Robert H. Birkhold . . . . 162 


STANDARD TIME DATA FOR CLERICAL 
PERFORMANCE STANDARDS—Pau! B. Mulligan 165 
THE CONTROLLER LOOKS AT DEFENSE PRODUCTION 


Christian E, Jarchow 


SPECIAL SUPPLEMENT 


“THE BOARD OF DIRECTORS AND BUSINESS MANAGEMENT 
Melvin T. Copeland and Andrew R. Towl. . . . .« following 172 
Digested by Kenneth R. Andrews 


DEPARTMENTS 

CORRESPONDENCE . eyes : ‘ . 148 
DATES AHEAD. el art. oe) ce ; oS 152 
CURRENT COMMENT—Walter Mitchell, Jr. . : , 154 
SCANNING THE SCENE—Paul Haase . ; i. acre 
PAGING THE NEW BOOKS. . ‘ 182 

THE NEW SOCIETY 

By Peter Drucker 

Reviewed by Stanley W. Duhig 

PERSONAL NOTES pr ar ®.% es ‘ 194 
OPPORTUNITIES . . 200 


THE CONTROLLER is microfilmed by University Microfilms 


CEIL SMITH THAYER, Assistant Editor A. V. HAYBYRNE, Circulation Manager 


THE CONTROLLER. Published monthly by Controllers Institute of America. Publication office, 
73 Main St., Brattleboro, Vt. Editorial offices, One East Forty-second Street, New York 17, N. Y. 


Entered as second class matter at the post office, Brattleboro, Vt., September 1, 1937, under the 
act of March 3, 1879. Subscription $5.00 a year. 2 years $9.00. Single copy 50c. Microfilm edition 
(restricted to those who received the paper edition) $1.65 per roll of 12 issues distributed at the 
end of the volume year (1949 and 1950 now available). Address subscriptions to the Circulation 
Manager care of the New York office. Advertising rate card upon request to Advertising Manager. 


Change of address should be sent before the first of month preceding the issue to be changed 


The editor will be pleased to review manuscripts submitted for publication, but will not be re- 
sponsible for loss in transit or otherwise. The views expressed in the various articles are those of 
the authors and not necessarily those of the Controllers Institute of America. Printed in U. S. A. 


Copyright, 1952, Controllers Institute of America. 





























APRIL 1952 





In This Issue... 


a complete digest of 


THE BOARD 
OF DIRECTORS 
AND 
BUSINESS 
MANAGEMENT 


hy 
Melvin T. Copeland 
Andiew R. Fowl 


DIvIsiONn OF RESEARCH 


(GRADUATE SCHOOL OF BUSINESS 
ADMINISTRATION 


HARVARD UNIVERSITY 


As a service to executives, desirous 
of keeping in touch with important 
business trends yet pressed for time, 
Controllership Foundation publishes 
a series of digests of important busi- 
ness books in THE CONTROLLER. 

Members of Controllers Institute 
selected the titles to be digested from 
a list of recommended books on man- 
agement, finance, economics, budget- 
ing, accounting and allied topics. 
Subscribers to THE CONTROLLER 
receive these digests at no additional 
cost. 

This ‘extra dividend” is one more 
reason why your own, personal, sub- 
scription to THE CONTROLLER is 
one of the most profitable investments 
you can make. Of course, a shared 
copy of THE CONTROLLER is bet- 
ter than no copy, but to fully benefit 
from its informative and authoritative 
articles, a personal copy is essential. 

To enter your subscription, use the 
convenient coupon on page 198 of 
this issue. If you prefer, write on your 
letterhead to the Circulation Manager. 


THE CONTROLLER 


One East Forty-second Street 
New York 17, N. Y. 
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THE EGG AND US 


Editors, THE CONTROLLER: 

You are no doubt familiar with a num 
ber of trade publications. I am trying to as- 
certain what are the leading trade publica 
tions for the poultry and egg industry. I 
would appreciate any information you can 
give me regarding such publications, in- 
cluding the name of the publishing com- 
pany. Such publications might treat each 
of these industries separately, or there 
might be one publication that combines 
both of these industries. 


B. B. BROMBERG 
The Harrisville Company 
Jacksonville, Florida 


Regarding trade publications in the poul- 


try and egg field, we would suggest you try 
to whtain copies of the following 
American Egg and Poultry Review—pub- 


lished by Urner-Berry Company, 92 Warren 
Street, New York 7, N. Y. 
United States Ege and Poultry Maga ne 
published by the Institute of American 


Poultry Industries, 110 North Franklin 
Street, Chicago 6, Illinois 

American Poultry Journal, 536 South 
Clark Street, Chicago, Illinois 

There ave many publicat rering 





various phases of the fi 


preciale, but these three] 
promising. In addition, the general farm 
publications may be a fruitful source. 


The Editors 


ip. 
4} 


ooked like the most 


with 
American 
Lithostrip 
Continuous 
Forms 





Nine steps are generally required to handle one set 





of record-keeping forms the old way— 


© insert 
© align 


@ collate 
@ interleave carbon 
@ jog sheets 


© turn roller 


© type 
@ remove forms 
© deleave carbons 


With LITHOSTRIP continuous forms it’s 1-2-3... type, tear off, zip out! 





IF YOU USE Invoices, Purchase and Shipping 
Orders, Tabulating Forms, etc. ... SEND FOR 
FREE COPY of folder that tells how to cut 
forms handling costs Ys or more! 


2. [menican ) 
—_fY, 25 Ale me 


Dept. C 500 Bittner St. St. Louis 15, Mo. 


Carbon-Leaved 
LITHOSTRIP 
Continuous Forms 


are wide 





worl 











DIVIDEND POLICIES 


Editors, THE CONTROLLER: 

Can you tell me anything as to how 
corporations decide how much of one 
year's earnings to reinvest in the business 
and how much to distribute in dividends 
to stockholders ? 

I have seen occasional statements re- 
garding this in the past but cannot put my 
finger on them, now that I want to make 
use of the information. 

a 


The general practice is for the corpora- 
tion's board of directors to establish, usually 
in advance, a relationship between earnings 
and dividends and then take into considera- 
tion current conditions as well as other fac- 
such as working capital requirements 
and forecasts of expenditures for fixed as- 
vets. Most companies prefer to establish a 
dividend rate which can be sustained over 
a relatively long period of time, but of 


tors 


course there is no assurance of continuity. 

In this connection two articles published 
in THE CONTROLLER may be of interest 

“Legal Limitations on Dividends’ by 
Harvey M. Spear (May 1950) 

“To Pay or Not To Pay Dividends” by 
W’. F. Stanley (January 1950) 

A limited quantity of each reprint is avail- 
able. Please request on your company let- 
terhead. 

The Editors 


“GENTLEMEN, CHOOSE 
YOUR WEAPONS!” 


Editors, THE CONTROLLER: 

Page 88, February 1952, THE Con- 
TROLLER described a meeting January 10 
of accountants and auditors to 
controls for the Federal Government. 
Would it not seem more logical to have 
controllers who are experienced in con 
trolling advise and suggest proper controls 
for the Federal Government ? 

Why leave such important matters to 
auditors and accountants who know only 
auditing and accounting and have no 
sense or appreciation for controlling ? 

Accountants and auditors, particularly 
in the Federal Government, worship the 
fetish of accurancy of dollars and cents 
figures in financial statements from six 
months to three years old when finally 
published and of no current value. 

Controllers are concerned with quick, 
accurate, up-to-date figures—not only of 
dollars and cents, but also of quantity, 
quality and time—by which management 
may accomplish economy and efficiency in 
current operations today. 

The Federal Government needs con- 
trolling—but why not controllers ? 
WaLTER A. BOWERS 
Executive Director 
Magic Circle Industrial Council 
Yates Center, Kansas 


discuss 
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Commercial 
Credit Company 


BALTIMORE 


HIGHLIGHTS 


10) is Bs BD 


The activities of Commercial Credit Company are operated 


through three divisions, consisting of its Finance Companies, 
REPOR is Insurance Companies and Manufacturing Companies 


Gross Receivables acquired by its Finance Companies, Earned 
Premiums of its Insurance Companies and Net Sales of its Manu- 
facturing Companies were larger than for any previous year in 





the history of the Company. 


Consolidated balance sheet as of December 31, 1951 


















ASSETS LIABILITIES, CAPITAL AND SURPLUS 
CURRENT ASSETS: CURRENT LIABILITIES: 
Cash in banks and on hand ......... Fy $ 66.159,758.15 Notes Payable—Unsecured Short Term, $455,073,500.00 
Marketable Securities: Accounts Payable 
U. S. Government Obligations ; $ 74,398,664.77 Credit Balances of Manufacturing and 
Other Marketable Securities 7? 15,068,553.91 Selling Agents 9,442,460.54 
$ 89,467,218.68 Sundry 10,619,485.41 
. 8 Due Customers only when Receivables 
Los ap oH : an SR AEAees.20 are collected 7.626.545,86 27,688,491.81 
Renee ant: ate Rocerave : ; Accrued Income and Excess Profits Taxes 28,909,084.55 
Motor and Other Retail and “F.H.A $443,073 Aassill Gites Catan 3.015,903.15 
ss a ag . 146,867 Coltcniidt Gaia Miiacten 19,358,156.49 
pen Accounts, Notes, Mortgages an ate as - YY 
Factoring Receivables 91,974,914.87 Tetal Current Liabilities $534,045,126.00 
Direct or ‘‘Personal Loan" Receivables 40,241,438.55 UNEARNED PREMIUMS— 
Sundry Accounts and Notes 3,226,539.89 “INSURANCE COMPANIES” ; 31,371,410.93 
Total $726,384,403.73 RESERVES FOR: 
Less Reserves for Losses and Loss Expense— 
Unearned Income $ 23,477,398.65 <schaeinayieetraES § 6.700,27428 
Losses on Accounts and Notes 11,880,962.28 Fluctuations in Security Values 406,184.71 
Total Reserves CMe 86. ON. Canadian Exchange Fluctuations 130,496.18 6,239,955.15 
Other Current Assets —— aa 
Trade Accounts and Notes Receivable UNSECURED NOTES: 
“Manufacturing Companies” $ 7,358,150.90 Notes, 244 °% due serially—1953-1957 $ 41,500,000.00 
Premiums Receivable-“Insurance N , 314% due 1961 40,000,000.00 
Companies 295,636.26 Note, 3% due 1963 50,000,000.00 131,500,000.00 
Inventories-"‘ Manufacturing - — 
Companies” _11,903,689.28 19,557,476.44 SUBORDINATED UNSECURED NOTES: 
Total Current Assets $864,577,918.58 Notes, 3% due 1957 $ 25,000,000.00 
“ S Notes, 3.95% due 1964 25,000,000.00 50,000, 
FIXED AND OTHER ASSETS: . a —- 000.00 
Land, Buildings, and Equipment MINORITY INTEREST 
“Manufacturing Companies" $ 8,031,852.02 IN SUBSIDAIRIES : 2,063.94 
Company Cars— used by Representatives 1 pas 660.04 CAPITAL STOCK AND SURPLUS: 
Cash Surrender Value Life Insurance 93,086.19 Common Stock—$10 par value 
Repossessions—at depreciated values 495,133.61 9.949,731.86 


aes Authorized —3,000,000 shares 





2 Issued and Outstanding 78,843 full 
DEFERRED CHARGES: shares and 130 shares of fractional scrip $ 22,789,720.00 
Prepaid Interest and Discount $ Capital Surplus 38,042,919.93 
Prepaid Insurance and Expenses 4,075,497 .81 Earned Surplus 64,551.942.30 125,384 ,592.23 








$878,603, 148.25 





$878,603,148.25 

















CONSOLIDATED OPERATIONS 1951 1950 | NET INCOME 

Gross Finance Receivables Acquired $2,783,942,471 $2,346,583,865 Finance Companies 
Gross Insurance Premiums, Prior to Reinsurance 41,604,516 42,739,802 Insurance Companies 5,397,361 
Net Sales of Manufacturing Companies 99,115,875 $4,992,183 Manufacturing Companies 3,531,106 
Gross Income 118,941,880 106,138,880 Net Income from Current Operations $19,853,511 
Net Income from Current Operations, before : 

United States and Canadian Income Taxes 44,937,240 41,022,804 Net Income per share on Common Stock $8.64 
United States and Canadian Income Taxes 24,223,353 19,869,293 United States and Canadian Taxes on 
United States Excess Profits Tax ‘ 1,000,000 300,000 Income—per share . 11.06 9.28 
Salaries, Wages, Commissions > oa 46,625,518 43,059,111 Book Value per share—Common Stock.......... 55.01 61,02 


Detailed Report is Available Upon Request 


More than 300 Offices in Principal Cities of United States and Canada 
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FINANCIAL 

EXECUTIVES 
C aclesswoly 





Forthcoming Features 


IN THE CONTROLLER 


% HOW THE C & O R.R. OPERATES 
ITS FINANCIAL INSTRUMENT PANEL 


by John E. Kusik 


te THE RELATION OF NET SALES AND OPERATING PROFIT 


ON A PER EMPLOYE BASIS 
by Ray H. Bartlett 


%& THE COST OF CONTROLLERSHIP 
A report based on the Foundation’s forthcoming study 





INFLATION PICTURED 
Editors, 
Thank you for sending me THE Con- 
TROLLER for December 1951 containing 
my remarks on inflation (Inflation, Dol- 
lars and Doughnuts—page 555). You 
have been most generous with regard to 
position, space and illustration. 
Incidentally, I was much intrigued with 
the shadow photograph and feel that it 
catches admirably the basic idea I was try- 
ing to get across not only now but for the 
near-term future. 
CHARLES W. WILLIAMS 
Vice President 
Federal Reserve Bank of Richmond 


THE CONTROLLER 


JAEGER DIGEST 
Editors, THE CONTROLLER: 

I wanted you to know that our editorial 
people are going to make a digest of the 
article on “Earnings and Profits in Fed- 
eral Taxation’ by John Jaeger from the 
February 1952 issue of THE CONTROLLER. 

I shall see that you receive a copy of 
the Monthly Digest of Tax Articles con- 
taining the condensation of the article. 
As you know, we always send a copy to 
the author of the article at the same time. 

I am grateful to you for your continued 
cooperation. 

RUSSELL E. NEWKIRK 
Newkirk Associates, Inc. 
Albany, N. Y. 


THE CONTROLLER.............. 





WE'RE IN THE ARMORY NOW 
Editors, THE CONTROLLER: 

Permission is requested to use or repro- 
duce sections of Jerome Barnum’s articles 
on “Directed Energy in the Office Through 
Work Distribution Analysis’ appearing in 
the October, November and December 
1950 issues of THE CONTROLLER. 

It would be = ia if possible, 
that this Armory be granted blanket per- 
Mission to use or reproduce future articles 
that would be helpful in furthering our 
Management Improvement Program. This 
program is one that is being instituted in 
all branches of the Armed Forces. 


A. F. PRIoR 

Chief, Management Branch 
Ordnance Corps 
Springfield Armory 
Springfield 1, Mass. 


The Editors 


Permission granted. 


SIXTH INTERNATIONAL CONGRESS 
ON ACCOUNTING 1952 
Editors, THE CONTROLLER: 

I was very pleased to see that in your 
issue dated January 1952 you had pub- 
lished a letter from me about the Sixth 
International Congress on Accounting, 
19952. 

Since that letter was written, however, 
there have been amendments to the ar- 


a a APRIL 1952 
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rangements—I therefore draw your at- 
tention to the fact that the Congress is 
now to be held at the Royal Festival Hall, 
South Bank, London, in the week com- 
mencing 16th June. 

Thank you for the publicity that you 
have given this and may I hope that you 
will give the Congress further mentions 
in your columns from time to time? 


DEREK DU PRE 

The Accountant 

4 Drapers’ Gardens 
Throgmorton Avenue 
London, E.C. 2 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 
requested). The Editors 





ARMY PAPERWORK 
Editors, THE CONTROLLER: 

This office is interested in the technique 
and application of Paperwork Simplifica- 
tion. Would you please send any booklets 
you may have available on the subject ? 


H. E. RING 

Chief, Management Office 

New Cumberland General Depot 
U. S. Army 

New Cumberland, Pa. 


W-2 REFORM 
Editors, THE CONTROLLER: 

I would like to see members of Con- 
gress, Treasury Department officials, and 
the general public become better ac- 
quainted with an increasingly oppressive 
and expensive detail relating to the em- 
ployer's duties as a tax collector for the 
United States Government. 

Present pay-as-you-go tax policies make 
it advisable for many individuals to pre- 
pare and mail their final income tax te- 
turn for the year prior to January 15 of 
the following year. With this return, in 
lieu of a fourth installment paid on tax 
estimates, the taxpayer must submit the 
Form W-2 supplied by his employer. 

This form shows total compensation 
paid by the employer in the year just clos- 
ing and the amount of income tax with- 
held by the employer. 

To all practical purposes, the taxpayer 
needs his Form W-2 on or before January 
10, and the employer must prepare it and 
prove his figures in the first five to seven 
days of the new year. 

As countless other accounting details 
are also required in those same few days, 

















the modern ficjenizets” 
functionals for the office ... 
they’re sensational... 
they’re low priced 


LITERATURE AVAILABLE. 


PF 


THE FUTURA 
PERSONAL FILE 


Beauty and function joined 
together to produce the most 
outstanding modern Personal 
File made of plastic and 


| steel — it's beautiful — 


Original Design by FUTURA. 


GL-35- GL-46 


THE GLIDO ROLL-\ 


TOP CARD CABINET 


|The most functionable roll 


top card cabinet for 3x5 or 
4x6 cards. In plastic and 
steel—Fingertip operation— 
Original Design by FUTURA. 
Black plastic, Grey 


steel housing. Ca- $595 


pacity 750 cards. 


GL-44@ (4x6 cards) $7.50 


art steel sales corp. 


esx Pfficienizers” 


for COMPTROLLERS 


RDT 


THE ROTARIAN 
LETTER TRAYS 


A modern executive letter 
tray that swivels completely 
—has high and low position 
and adds beauty to the 
modern desk, a perfect unit 
Original design by FUTURA 
Walnut color 


Trays ond $495 


Per set of 2 
ond bracket 


M-150 
THE GLIDO ROLL- 
TOP STATIONERY 
CABINET 


The most beautiful roll-top 
Stationery Cabinet in Amer- 
ica. In plastic and steel—for 
functional service at fingertip 
control—Original Design by 
FUTURA. Black 


plastic — Grey $925 


steel housing 


THE TELE-MEMO 
UNIT 


The 6-way Unit. Perpetual 
Calendar, Large Writing 
Tablet Pencil receptacle, 
Telephone Index, Memo 
Depository—Original design 
by FUTURA Bbhony 
color plastic — 

steel grey 

housing 


$350 


PRICES HIGHER ON WEST COAST. 


new york 63 nn. y., u. s. a. 
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APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 


STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA NEW YORK. N. Y. CHICAGO 
PITTSBURGH ST. LOUIS 











W. T. CHAMBERLAIN INC. 


103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 


Insurance 


| Consultants 


The largest analytical or- 
ganization of its kind which 
| does not sell insurance 











TIME-SAVER 
FOR EXECUTIVES 
IN WASHINGTON 


These days, most business executives 
in Washington find that time is of 
the essence. That's why so many of 
them stay at the Carlton . only 
minutes from most Government of 
fices. Just a few blocks from the 
White House, it is in the heart of 
the financial district and within easy 
walking distance of shops and 
theatres. Make your reservotions 
today 


Frank E. Weakly, President 


Oe 


SIXTEENTH STREET AT K, N.W. 
WASHINGTON 6, D. C. 











overtime work is necessary in order to 
accommodate employes who want to make 
a final return of income tax by January 
15. In order that such forms may be 
proved with the books, the practical re- 
quirement is that all the Forms W-2 had 
better be prepared within the same few 
days. 

Beginning with 1951, the requirement 
became even more oppressive and expen- 
sive. From 1951 onward, the Form W-2 
figures must include an accounting for the 
employe’s tax under the Federal Insurance 
Contributions Act (Social Security). 

Not only does the Treasury Depart- 
ment require that the form show this de- 
ducted figure for the year, but the dollars 
and cents amount on which the Social Se- 
curity tax was calculated, gathered from 
the various pay rolls and salary lists 
throughout the year, must be given. If the 
employe has received various sick leave 
allowances and some other payments not 
subject to tax or if his total compensation 
is more than $3,600 in the year, the base 
figure for Social Security will differ from 
the total compensation reported—and 
again this should be proved with the em- 
ployer’s accounts. 

Rather than keep piling up overtime, 
especially in a brief period when account- 
ing personnel is unusually busy with end- 
of-the-year details, it would seem wise for 
Congressmen and businessmen alike to 
urge a sensible change in the requirements 
for the January partial payment of taxes 
which many individuals must make. Let 
the taxpayer choose between making a 
January 15 payment on his estimate of 
income or a January 31 payment accom- 
panied by tax return if he wants to wind 





up his old year’s accountability for Fed- 
eral taxes. Extending by even two weeks 
the time when Forms W-2 will be needed 
would be of appreciable ~— to business 
houses which pride themselves on pro- 
ducing accurate reports and returns within 
a reasonable time period. 

BerT H. Davis 

Charles Millar & Son Co. 

Utica, N. Y. 


“OUT OF THIS WORLD” 
Editors, THE CONTROLLER: 

Apparently controllers are an extraor- 
dinary group of mortals. To use the slang 
expression, they must be “out of this 
world.” A HELP WANTED ad for a con- 
troller (February 1952 issue) cites the fol- 
lowing required experience and ability: 


1. Metal manufacturing. 

Financial organization. 

Planning, analyzing and interpreting 
costs and cost reduction programs. 
Budgets. 

5. Inventory and financial controls. 
All phases of general accounting, in- 
ternal auditing, systems, procedures, 
financial and cost reports. 


> 
3 


a 


And, in addition, the initiative to “‘fol- 
low through.” Any one of the six items 
might make a full-time career for an or- 
dinary man. 

It is then noted in your obituary column 
that three controllers definitely ‘‘out of 
this world” reached the ripe old age of 
59, 50 and 55 respectively. No wonder! 

Just what do controllers do with their 
spare time ? 

NAME WITHHELD 
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Are Economic Statistics Safe to Use? 


Recently one of our readers called attention to a booklet 
published some months ago on "The Accuracy of Economic 
Observations” by Oskar Morgenstern. The author pointed 
out, for example, that “national income and consumer 
spending power cannot be known now without an error of 


15 to 20%. 

Our reader, as would most readers, comes to the natural 
conclusion that most of the data by which we have been 
judging economic trends is probably useless. The fact is that 
this author has not revealed any discrepancies of data not 
fully known to all competent statisticians; nor has he dis- 
covered a nationwide and water-tight conspiracy among all 
economists and statisticians to cheat the business public with 
unreliable figures. 

The data on national income: it may be as much as 15% 
above or below the actual, but the methods by which it ts 
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assembled are such that the errors remain relatively constant, 
and therefore the trend from month to month, or year to 
year, is a satisfactorily reliable guide to what is happening. 

Of course economic statisticians must rely upon frag- 
mentary and unreliable information at certain times and 
places, but they make heroic efforts to check against a solid 
benchmark at the first opportunity. Take, for example, the 
work of the Federal Reserve Board in the compilation of its 
Index of Industrial Production. They try to show the trend 
of physical volume of manufacturing production in America 
rather than its dollar value. 

Here are two charts that show why this task is relatively 
easy and the results relatively accurate in one segment of 
business; but much more difficult in another segment. 

It is comparatively easy to measure the physical quantity 
of foods processed and good figures are available monthly 
for many items. Even more figures are available annually 
and the Board has few. worries about the accuracy of its 
index of food production. 

Machinery is a different matter, with practically no quan- 
tity data available monthly and only a scattering on an an- 
nual basis. This means the Board must resort to a difficult 
procedure. They attempt to measure production in this area 
by using “production worker man-hours.’’ They check that 
data from time to time against such physical volume figures 
as may become available. 

The important thing for controllers and budget officers 
to remember as users of this type of information, is that 
despite the difficulties of compilation the trends shown by 
such an index are reasonably accurate, and certainly far 
better than no information. —\W ALTER MITCHELL, JR. 
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EDISON 
Tere Vorcewaiter 
1 


Only Edison makes it! 


Clhstitines, 


on conmPORATED 


It's the answer to your secretary shortage! 


One Tee Vorcewrirer at a secretary's desk re- 
cords for a number of dictating phones. We take 
any competent secretary and have her comfortably 
handling the dictation of three, six—even twenty 
people, if vou like—from the first day on! . .. Noth- 


ing equals TreLevorce for e-a-s-e of use—for getting 


work out faster—for low, low cost. The trend is to 


TELEvoice, the new-fashioned way. 

More than a thousand users a month are turning to TeLevorce! 
(Names you know include divisions of GENERAL ELECTRIC, ESSO 
STANDARD OIL, UNITED STATES RUBBER, BALTIMORE & OHIO, 
MASSACHUSETTS MUTUAL LIFE, etc.) They re enjoying new-fash- 
ioned dictation—at an average cost of $141 per dictator served! 
Take a moment to get the whole story of TeLevorce ... 


27 Lakeside Ave., West Orange, N. | 
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Read this eye-opening booklet! stows you how 


Okay—send me A LINE ON TELEVOICE 
Name 
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Tuomas A. Epson representative for demonstration. 
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for example: 
installment 


x 








Basic price of automobile —>»> 
10% Federal excise tax —> 
Transportation, accessories, etc. 


Sub-total 


3% sales tax 


Total cost, inc. sales tax 


Down Payment 
Balance 


6% carrying charge 


Balance, inc. carr. 


$173.92 to be paid 
monthly for 12 mos 


(First installment 10c more) —> 
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(Bold-face Figures and Symbols Printed in Red) 


See how easy it is to calculate installment plans 


with one continuous machine operation, and 





to check the data on a printed tape. The 

Olivetti 14/°' also offers: credit balance; 

faster automatic short-cut multiplication using 
separate keyboard; automatic division; faster 
addition and subtraction, too, through standard 
ten-key keyboard plus 00 and 000 keys. No 
special operator training required. 

Olivetti Corporation of America, 580 Fifth 
Avenue, New York 36. Over 270 sales-service 
stations in the United States. 


olivetti 14” | 


fully automatic 
printing calculator 





Operation Critical! 


ls Your Company Prosperous—But Broke? 
Edward W. Buge 


ERHAPS YOU'VE NOTICED IT. Money's getting mighty hard to 
find. As an individual you may realize that your pocket funds 
disappear more quickly and you are hard put to balance out the 
family budget. As a controller, you may find yourself with plenty 
of working capital but very little of it in spendable form. Per- 
- you find that you don’t have as large a bank balance as you 
did a year ago or even none at all. 

Price LULL, BusINESs LULL, AND MONEY LULL—AII have 
had their effect on this situation. Everything costs more than it 
did a year ago and this requires more cash to continue in busi- 
ness. At the same time the supply of money has risen only 
slightly and there are indications that the turnover of funds, its 
velocity, has declined. This complicates the problem. Consumers 
who have had years of unsatisfied spending are beginning to 
tire of paying out money for high prices and little merchandise. 
People are reappraising the situation, weighing money against 
goods and debt. Shortages no longer worry them. This is a 
serious problem for all business. It affects every controller, par- 
ticularly his immediate and future cash position. 

The recent study of corporate working capital estimates issued 
by the Securities and Exchange Commission indicates that work- 
ing capital is at an all-time high. This should forecast quiet eve- 
nings and Utopia for the controller until studies are made of all 
the figures, including the ugly ones. Corporation assets are be- 
coming less liquid. These are the facts: 


CurRRENT AssETS failed to equal an amount double the cur- 
rent liabilities. This is the hallowed and time-honored test of 
a well-managed business. The current ratio was the lowest since 
the end of 1944. 


Quick assets (cash, government bonds, and receivables) only 
covered current liabilities 1.23 times and there is evidence that 
it is sinking fast toward 1939 or depression levels. It is the low- 
est ratio since 1939. 


Cash and government bonds only amounted to 60% of the 
current liabilities. If business slows down suddenly, then what 
happens ? 


During the past year the current ratio dropped 12%, the quick 
ratio 15%, and the ratio of cash and governments to current li- 
abilities took a rather severe tumble of 20%. 


Controllers can well afford to express alarm at this erosion of 
liquid working capital since many of them are currently con- 
cerned with solving the rather pressing problem of providing 
cash for the creditors who are lined up before the paying teller, 
not with the customary bushel basket, but with a new type of 
carrying device, the wheelbarrow. Basically we have our nose 
squarely against the hard problem of the rising cost of doing 
business, increasing or higher inventories, higher taxes, and ex- 
tensive expansion programs. 


CORPORATE WORKING CAPITAL RISES TO A NEW HISTORIC 
HEIGHT 
Billions 
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QUICK ASSET RATIO KEEPS 
DROPPING DOWNWARD! 


CORPORATE LIQUIDITY 
CONTINUES TO DECREASE! 
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EDWARD W. BUGE, controller of 
the Bernardin Bottle Cap Company, 
Inc., Evansville, Ind., has specialized 
in financial forecasting and budget- 
ing ever since his appointment as 
Budget Director of a nationally 
known firm in 1945. A member 
of Controllers Institute, he is cur- 
rently serving on its Management 
Planning and Control Committee. 
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The end result, naturally, is that most businesses are going to 
have to fall back on bank loans. The banker then requests that 
the controller prepare a ‘Cash Budget’ in order to determine 
when the funds will be repaid. This situation also presents in 
the words of a banker, ‘‘a serious problem. After all there are 
limits to the amount we can loan under the banking laws and 
there is a limit to the borrower's credit risk.’ One banker re- 
cently stated that in his division alone the amount of short-term 
loans outstanding had increased from 20 millions at the end of 
1950, to over 80 millions by December 1951. This means that 
the competition for money is increasing and that it will also be 
higher priced in the future 

LONG-TERM DeBT AND Equity FINANCING are no longer 
easy answers to the problem of insufficient cash. The jokes about 
the buying power of the dollar are disappearing to be replaced 
by ones about how hard it is to find a loose dollar. At the present 
time money is no longer an item to be disposed of in a hurry by 
purchasing bonds, common stocks, or just things. Banks and in- 
surance companies are finding it harder to raise money since the 
Federal Reserve pulled the plug on supporting long-term govern- 
ment bonds at par. They think two or three times before they 
will take a loss of from $25 to $40 per $1,000 bond. The em- 
barrassment of explaining this loss to the finance committee has 
deterred many a loan officer from making a more profitable in- 
vestment of bank funds. Just a few years ago new issues were 
oversubscribed as everyone rushed to jump on the band wagon. 
Insurance companies were so overwhelmed by the constant influx 
of cash that they had to hire experts and additional salesmen in 
order to properly dispose of it in a legal manner. Today we find 
those same companies committed far ahead and in many in- 
stances a slight case of indigestion has arisen. High grade issues 
have hard going with only small portions sold many days after 
issuance. The demand for money has outrun the supply and 
strangely enough it happened when you and your corporation 
were poking around in the botton of the cash barrel for the last 
few nickels. 

UNCLE SAM ADDS TO THE CONFUSION as he gets in his licks 
during 1952. The Mills plan for faster payment of taxes moves 
forward another 10°¢. By June 30, all firms will have had to 
pay 70% of their federal income taxes in cash. If you had an 
excellent year with a correspondingly high tax liability, or per- 
haps a dash of excess profits taxes, the payment of this amount 
could represent quite a chore. In fact, it is a task that will deepen 
the wrinkles on many a controller's brow as he looks at his daily 
cash balance and thinks of contacting his credit sources. 

DiLEMMA—A number of firms are due to be really hurt. 
Those who have too little working capital or who are currently 
engaged in a large expansion program may find that either 
equipment purchases, plant expansion, or even production may 
have to be curtailed 

SOLUTIONS—There are several steps available which would 
reduce the need for high borrowings: 


1. Excessive inventories could be liquidated if companies 
would reduce prices sufficiently to move merchandise. 
Dividends could be reduced or curtailed in order to retain 
a higher proportion of profits in the cash barrel. 

Costly expansion programs can be stretched out, tempora- 
rily abandoned or just stopped. Every firm could do a great 
deal more with the assets it has if it only used its ingenuity. 
The severe application of the brakes to the apparent ex- 
cessive and unnecessary expenditures of corporate funds 
that is occurring in all phases of the business. Take a good 
jaundiced look at them some Monday morning in order 
to determine just how much of the expense is really neces- 
sary. Apply some ‘Horse Sense’’ and the horsewhip to 
some of the vouchers. They might tell you that it is only 
a 48¢ or a 17¢ dollar but it is still cash that is being spent. 
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A CasH BupGet CAN HELp—The controller can do his part 
in the cash shortage by preparing and adopting the use of a cash 
budget. It is a very simple task and forces your management to 
think ahead and plan its expenditures with an eye toward an ade- 
quate cash position. The use of a good, currently revised, cash 
forecast has resulted in fewer grey hairs for controllers and has 
improved the disposition of many a management committee. 


. ° - . . . « > 7 


JUST IN CASE YOU HAVEN'T 
REFRESHED YOUR MEMORY 
LATELY ON CURRENT CASH 
BUDGET PROCEDURES—HERE 

ARE A FEW OF THE METHODS, 


FORMS, AND POSSIBILITIES. 
. Receipts and _disburse- 
ments method. 
Profit and loss method. 
Working capital 
method. 
. Cash budgeting forms and 
reports. 
. Common errors to be 
avoided in cash forecast- 


ing. 


. Types of cash budgets. 
a. General cash budgets. 
b. Specific cash budgets. b. 

. Periods covered by cash é 
forecasts. 

a. Short-term forecasts. 

b. Long-term forecasts. 
Forecasting methods used 
by industry. 


THE GENERAL CASH BUDGET 

The general cash budget is utilized primarily as a guide to ma- 
jor financial policies and as a routine working tool for the finan- 
cial executive. Major financial policies (usually established by the 
management group), are generally concerned with the raising of 
additional capital or the utilization of funds already available. 
These activities cover plant expansion, the development of new 
products, the flotation of additional securities, the liquidation of 
existing long- and short-term debt and the determination of divi- 
dend policies. Routine financial operations include the meeting 
of pay rolls, discounting invoices, and the daily adjustment of 
financial activity to the cash balances. 


SPECIFIC CASH BUDGETS 
Specialized methods of utilizing the cash budget for various 
financial purposes are summarized below: 


1. Reduction of long-term debt 

2. Financing peaks in business activity for seasonal businesses 
Provision for maturing short-term debt 
Provision of funds for federal income tax payments 
Acquisition of other companies 
Long-range plant and equipment expansion or replacement 


SHORT-TERM FORECASTS 

The near-term estimates are used as a guide to current cash 
requirements. Most concerns utilize a budget having a period of 
one year or less. These forecasts are periodically revised on a 
quarterly or monthly basis. The most common reason advanced 
for the use of a short budget period is the difficulty of preparing 
accurate forecasts over a longer period. Cash requirements can 
vary rather rapidly particularly in a seasonal business. 


LONG-TERM FORECASTS 
Long-term cash budgets of over one year are used by approxi- 
mately one-half of the companies doing cash budgeting. Practi- 
cally all concerns preparing a complete operating budget utilize 
(Continued on page 160) 
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the data developed therein to prepare an annual cash budget. The 
most effective use of long-term cash forecasting is in plant ex- 
pansion programs, the retirement of long-term debts, and a gen- 
eral three to five year cash requirement forecast for determining 
the approximate cash needs of a business during that period. 


RECEIPTS AND DISBURSEMENTS METHOD OF FORECASTING 
Probably the easiest and most reliable way to forecast cash 
requirements is the receipts and disbursements method. It is es- 
timated that approximately 75% of the companies doing cash 
forecasting rely on this method. Although the terminology may 
vary the general types of information utilized in building up the 
budget are as follows: 
1. CASH RECEIPTS 
a. Collection on accounts receivable 
b. Cash sales 
c. Short-term borrowings 
d. Sale of plant or equipment 
>. Sale of materials or supplies 
f. Other income such as rents, interest, scrap sales, etc. 
g. Sale of securities or long-term obligations 
CasH DISBURSEMENTS 
a. Materials and supplies or payments on accounts payable 
b. Pay rolls 
c. Other operating expenses 
d. Advertising expenditures 
e. Construction or plant equipment expenditures (particu- 
larly important when a large expansion program is un- 
der way ) 
f. Federal and state income taxes 
g. Dividends and interest 


CASH DIVIDENDS UP 2% IN JAN. ‘52 
OVER JAN. ‘51 


American corporations paid out about $750 million 
in cash dividends in January, Commerce Department 
figures indicated recently. Dividends paid by corpora- 
tions which issue public reports amounted to $506 
million, the Department reported, or 2 per cent more 
than in January 1951. 

Publicl; 


about two 


reported dividends are estimated to be 
thirds of the grand total. 

Department officials said it was too early to say 
whether 1952 would be another better-than-ever divi- 


dend year. Last 


ome $12 billion 


year was that, with dividends totaling 
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h. Retirement of long-term debt 
i. Retirement of securities 
The manner in which these items are classified for cash pur- 
poses varies with the type of business and the complexity of its 
operations. 


PROFIT AND LOSS TYPE OF CASH FORECASTING 

This method of forecasting cash requirements is generally 
used by companies that have fairly stable operations and stable 
volume. It requires the forecast of the expected net income over 
the forecast period and then adjusting this figure to a cash basis 
by means of various additions and deductions. 

The general method of preparing a cash forecast by this 
method is as follows: 


1. Estimated net income 
2. Additions to net income 
a. Noncash items chargeable against income (depreciation, 
accruals, taxes, insurance and interest) 
b. Net decrease in working capital (receivables, inventories 
and payables) 
c. Short-term borrowings 
d. Sale of securities or long-term obligations 
e. Sale of plant and equipment 
Deductions from net income 
a. Cash payments on accruals, taxes, prepayments and de- 
ferred items 
Net increase in working capital (accounts receivable, in- 
ventories, payables) 
Capital expenditures 
Redemption of company securities 
Repayment of short- or long-term obligations 
Payment of dividends 


WORKING CAPITAL METHOD 

This method involves the application of a series of adjust- 
ments to the net working capital available at the beginning of 
the budget period, in order to compute the working capital avail- 
able at the end of the period. From this figure we subtract the 
estimated working capital (exclusive of cash) the difference be- 
ing the estimated available cash. 

This forecast method is the most complex and least used of 
the three types of forecasting procedures. It involves a com- 
prehensive statistical procedure and has been found to be very 
reliable. It is mentioned merely as a matter of record and not as 
recommended procedure for the average controller. 


COMMON ERRORS TO BE AVOIDED IN CASH FORECASTING 

All forecasting is subject to the human error involved. This is 
not a reflection on the individual preparing the forecast but 
rather a warning as to the various pressures which affect the 
clear and reasonable thinking of the forecaster. 


1. Do not overestimate. A cash budget is one place where 
a considerable amount of conservatism can be applied 
with sound results. 


. Study your statistical data carefully. Unusual cash re- 
ceipts or disbursements can be found by studying past 
records. These items can seriously affect your results. 


. Watch your “lag period” in the collection of your ac- 
counts receivable. Collections vary with the month of 
the year and with general economic conditions. Seasonal 
businesses must be particularly careful in this respect. 


Keep your ear to the ground regarding executive action 
on large expenditures. Often they have a way of sneak- 
ing up on the forecaster without warning. 

. Don’t overlook good common “horse sense.” A hunch 
will sometimes get you just as far in the forecasting 
game as a complex statistical approach to the problem. 





What do you mean... 


“FOREIGN” Insurance? 


Copper mined in Peru . . . Coffee growing in 
Brazil .. . Rubber growing in Malaya... Wool 
clipped in Australia . . . Tin mined in Bolivia. 


Foreign operations? Certainly—but they're 
all insured in American Companies—through 
the American Foreign Insurance Association! 


American firms like the idea of having sound 
American-made insurance on their foreign oper- 
ations—and that sound protection is available 
to cover every need—casualty, liability, work- 
men’s compensation, accident—everything ex- 
cept life insurance. 


American-made insurance is handled with 
American efficiency. Claims are paid in U.S. 
dollars, if the policy so specifies, and quickly! 
World-wide facilities are at the service of 
American clients. 


Decades ago, AFIA recognized the American 
businessman’s preference for American-made 
protection. Today AFIA is an outstanding leader 
in this specialized field . . . So—get the best! 
Have your agent or broker consult AFIA on 
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AMERICAN FOREIGN INSURANCE ASSOCIATION 


161 WILLIAM STREET +« NEW YORK 38. NEW YORK 


CHICAGO OFFICE: INSURANCE EXCHANGE BUILDING, 175 WEST JACKSON BLVD., CHICAGO 4, ILLINOIS 
SAN FRANCISCO OFFICE: MILLS BUILDING, 220 BUSH STREET, SAN FRANCISCO 4, CALIFORNIA 
WASHINGTON OFFICE: WOODWARD BUILDING, 733 15th STREET, N. W., WASHINGTON 5, D. C. 
AN ASSOCIATION OF 24 AMERICAN CAPITAL STOCK FIRE, MARINE AND CASUALTY 
INSURANCE COMPANIES PROVIDING INSURANCE PROTECTION IN FOREIGN LANDS 





Penny Elimination 
Robert A. Birbhold 


[ fps INVENTION of double-entry book- 
keeping must be counted as one of the 
major factors contributing to the growth 
of business as we know it today, but at 
least to its practitioners it is not an un- 
mixed blessing. Accountants for years 
have been trying to dispel a general mis- 
understanding of one basic fact—that the 
use of exact figures in the accounts is only 
a recording device—that many of these 
exact figures are only representations of 
judgment and estimate. 

Somehow this effort has met with only 
partial success. Perhaps accountants them- 
selves are to blame. They seem to attach 
such importance to the penny—they spend 
hours in balancing every debit with a 
credit, they insist on such exact perfection 
in every figure—that it is little wonder 
a false impression of exactness exists. 

However, despite the difficulties marked 
progress has been made in recent years. 
More and more, management has been 
taught to use accounting as an effective 
tool. Reports have been made more clear 
and understandable. With a better use of 
accounting information, stockholders, em- 
ployes and the general public have become 
more literate in matters of business and 
commerce. 

This educational process has two as- 
pects—first, the development of records to 
accumulate better accounting information 
and then, the assembly and interpretation 
of this information in such a way that it 
becomes clear to others j 


One phase of this assembly and inter- 
pretation is the elimination of confusing 
and nonessential detail. Your annual re- 
ports to stockholders are a good example 
of this. The recent Financial World “Os- 
car-in-Industry”’ awards for annual reports 
are a current reminder of progress in the 
last ten years. Better typography, effective 
use of color, clear and concise explana- 
tions have been logical steps in the evolu- 
tion of these reports. Many other devices 
are also used for purposes of clarity and 
meaning. One of these is the elimination 
of cents from the financial statements 
and often the odd thousands of dollars in 
the accompanying explanations. 

A hasty review of some 20-odd com- 
panies’ annual reports—whose assets, in- 
cidentally, total $12.5 billion—discloses 
that all but two omit pennies in their finan- 
cial statements. Other surveys made by our 
office indicate that this situation is fairly 
typical. Well over 75% of the larger com- 
panies no longer publish statements which 
carry figures beyond the decimal point. 

With this almost universal recognition 
that pennies have no place in our financial 
reporting, it is somewhat surprising that 
they are treated with such reverence in 
the books. True, they serve a necessary 
and useful purpose in our decimal—or 
should I say decimated—-money system, as 
a unit of exchange. Purchases and sales 
are carried on in terms of dollars and cents. 
And to the extent that our accounting rec- 
ords are used to reflect these purchases 


ROBERT H. BIRKHOLD, a certified public accountant, is 
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Company, with whom he has been affiliated for a number 
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rated, New York, in various capacities involving finan- 
cial and cost control. He is a member of the American 
Institute of Accountants and the New York State Society 
of Certified Public Accountants. This paper was pre- 
sented before the Cost Accounting and Analysis Committee 
of the New York City Control of Controllers Institute. 
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and sales, these also must be carried in 
dollars and cents. In other words, if we 
are to live in the business community, we 
must not only speak the same language 
as our neighbors but the same dialect. 


WHY BOOKKEEPING? 

However, there is no good reason why 
another dialect, or even Basic English, 
shouldn’t be used when we're at home. 
A moment's thought will prove that a 
large proportion of our bookkeeping is 
oe on, not for outsiders but for our- 
selves. Profit and loss accounts are main- 
tained in great numbers and in great de- 
tail to keep the business under control. 
Practically all balance sheet accounts- 
with the exception of cash, accounts re- 
ceivable and accounts payable—serve the 
same purpose: to help management man- 
age the business. The language that is used 
in these records is of little or no concern 
outside the company. 

Certainly, pennies in these records serve 
no useful purpose if we have assurance 
that the accounts provide information 
sufficiently exact to operate the business. 
Primarily, these accounts are the ones 
which reflect business judgment and esti- 
mate. Under these conditions, insistence 
on penny accuracy for the sake of accuracy 
in pennies hardly reflects the highest de- 
gree of common sense. 

In this connection let me quote from 
Raymond Barber's article from the NACA 
Bulletin of September 1947: 


“Accounting is the only profession 
in which a millionth of a part receives 
just as meticulous attention as the part 
itself. We draw on the midnight oil 
just as long to find a three-cent mechan- 
ical error as we do for a three hundred 
thousand dollar one. 

“Accounting 1s the only profession 

0 attentive to infinitesima. The lawyer 
and the clergyman are perhaps not com- 
parable to the accountant in this respect 
because they are less concerned with 
quantities. The doctor and the engi- 
neer, however, are so concerned. They 
both have deep respect for the tiny mil- 
ligram when the occasion warrants it, 
but what engineer mentions milligrams 
in the same breath with metric tons? 

“To the born bookkeeper there's a 





certain mechanical falisfaction im seeing 
two or more series of numbers tie in 
right to a penny. But like many another 
indulgence or hobby, it shouldn't be 
allowed to interfere ‘with our work. In 
far too many cases it does just that, fre- 
quently to our professional discredit.” 


Now, to define cents-less accounting. 
Simply stated, it means keeping the rec- 
ords within acceptable tolerances of ex- 
actness—zero tolerance in the case of the 
outside accounts having to do with taking 
in or paying out of cash, something more 
than zero tolerance for the inside accounts. 

With this imaginative approach, a num- 
ber of companies today are using cents- 
less accounting with a great deal of suc- 
cess. Without exception, their accounting 
executives and management are pleased 
with the results. Bookkeeping operations 
have been simplified, month-end work 
loads eased and the volume of clerical 
work reduced. 


BETHLEHEM 1927 

The first reference I have found on the 
subject goes back to 1941 when F. A. 
Schick, comptroller of Bethlehem Steel 
reported on his company’s method of 
eliminating cents from the accounting 
records. Bethlehem Steel first started it in 
1927 and its use eventually spread to a 
number of other steel companies. With 
some variations, the Bethlehem method 
is similar to that installed by other com- 
panies since World War II. With such an 
early and auspicious start it is rather 
puzzling that cents-less accounting did not 
spread outside the steel industry in the 
pre-war years. Fourteen years elapsed be- 
fore it was first reported in a national pub- 
lication and then, when the report did 
appear in the Journal of Accountancy at 
the beginning of the war, accountants were 
too busy with other things to experiment 
with new and possibly troublesome sys- 
tems revisions. 

The next reference was in 1947—the 
Barber paper I quoted here. If any of you 
should consider any adaptation of cents- 
less accounting this is “‘must”’ reading. At 
considerable length he discusses — the 
theory of rounding out to even dollars 
and explores possible applications in vari- 
ous businesses and records. Let me quote 
him again, this time from his conclusion: 


"We are already confronted with a 
healthy postwar resurgence of competi- 
tion, both direct and indirect. As ac- 
countants, we may SOON be asked to pare 
the costs of running our department, 
or to provide an increased number of 
managerial control reports with no in- 
crease in our staff, or both. In any event, 
it behooves us to canvass all the means 
at our disposal of doing the necessary 
things faster, and of trimming out the 
things that are unnecessary.” 


























“Hope you don’t mind, Miss Martin. Nobody 
ever looks at things on the bulletin board” 


It seems to me that this statement is 
as applicable today as it was in 1947. 
Faced with personnel shortages, with the 
necessity of defense production, and with 
a possible squeeze st rising costs 
and frozen selling prices, every avenue of 
economy and every possibility of short- 
cut should be explored. 

The most widely known and _ possibly 
the most successful postwar application 
of cents-less accounting has been at the 
Dravo Corporation in Pittsburgh. Re- 
ports and articles by ly. F. Adams, auditor 
of Dravo, have appeared in a number of 
national publications and in addition he 
recently addressed a session of the Con- 
trollers Institute's Annual Meeting (Fire 
and Casualty Insurance Conference, Oc- 
tober 2, 1951). His articles and speeches 
have already inspired a number of other 
companies to adopt cents-less accounting. 

One of these is Time Incorporated 
where the change was made in 1950. Some 
of the detailed examples which I will use 
are taken from Time’s application, but be- 
fore this let me summarize generally the 
benefits which can be gained by eliminat- 
ing pennies from the accounting records. 


BENEFITS OF PENNY ELIMINATION 

If we can agree that cents-less account- 
ing is no more than a common-sense ap- 
proach to what has become a fairly compli- 
cated problem, then I think its merits and 
benefits can be put into better perspective. 
Properly applied, it has a number of ad- 
vantages over conventional practices which, 
in the aggregate, can be quite worth while. 


THE CONTROLLER 


Reductions in pay roll costs should per- 
haps be listed first. Dravo has reported 
savings in clerical accounting salaries di- 
rectly attributable to penny elimination in 
excess of 10%. Actual salary reductions to 
this extent are undoubtedly possible in 
many companies, but to my mind this pos- 
sibility should not be the major factor to 
consider in the adoption of cents-less ac- 
counting. Two companies in other lines of 
business have reported no substantial sav- 
ings but their accounting executives are 
enthusiastic for other reasons. 

For example: In many companies the 
pressure from upstairs for monthly state- 
ments begins to build up early in the fol- 
lowing month and reaches a fever pitch 
around the seventh or eighth working day. 
Ulcers thrive and the accounting depart- 
ment spends a hectic week. If the accounts 
are kept in pennies, the closing schedule 
often leaves no time for rounding out the 
statements to even dollars which at best 
is a laborious and time consuming job. 

Time Incorporated has found that cents- 
less accounting alone has resulted in sig- 
nificant reductions in statement prepara- 
tion time and the elimination of closing 
overtime. In addition, improvements in 
statement appearance and readability have 
resulted from elimination of pennies on 
the statements. Operating executives are 
pleased that they no longer have to search 
through the pennies to find the significance 
of the dollars. 

The other company has been able to 
trim a complete day from its closing sched- 
ule in typing time alone. As a minimum, 
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space savings on large statements make 
for better appearance and in some cases 
can provide room for presentation of re- 
lated operating information on the same 
page. 

A general lessening in errors is a by- 
product benefit which cannot be ignored. 
Assuming 40% fewer digits in the round 
dollar accounts it is not too difficult to see 
how the opportunity for errors is cor- 
respondingly reduced. But it is also a fact 
that many operations are made easier by 
more than 40%. Many additions of three 
column figures can be made mentally; with 
five columns a machine is necessary. Er- 
rors can be picked out at a glance in three 
column figures and must be searched for in 
five columns. Sub-control accounts estab- 
lished only for proving subsidiary records 
can often be eliminated along with the 
pennics. 

Cents-less accounting can also give a lift 
to morale in the accounting department. 
Handling pennies—and especially search- 
ing for trivial errors in the cents columns 

can make bookkeeping a pretty menial 
task. Without the pennies, the same job 
can assume greater importance. Time sav- 
ings will normally result in greater pro- 
ductivity but even without this, a better 
quality of work should result. 

As preparation of operating reports is 
simplified, so is the preparation of tax re- 
turns and the many other reports required 
to stay in business today. I would assume, 
too, that any simplifications would carry 
through to the work of the internal auditor 
or public accountant who examines the ac- 
counts. It seems safe to say that his work 
should be easier and accomplished in less 
time. 


CONSIDER THE OBJECTIONS 

Now, let's consider the objections for 
a moment. The one most frequently voiced 
concerns loss of control a it has some 
validity. To gain the full benefit from 
penny elimination, one radical — 
from the time-honored concept of double- 
entry bookkeeping must be made; that is, 
that every entry, and particularly every 
receipts and disbursements entry, must be 
balanced out to the penny. The secret, if 
there is one, in cents-less accounting, is 
the elimination of pennies at the earliest 
possible moment bles they have a chance 
to clog up the bookkeeping pipelines. 

Since outside transactions must be exact, 
and since the distributions of these trans- 
actions to the inside accounts are in even 
amounts, minor differences are bound to 
result in the inside accounts. This means 
that two additional controls are necessary 
—first, a foolproof control on the flow of 
cash and, secondly, a control to keep the 
differences within acceptable tolerances. 
Obviously, the additional controls should 
not result in more work than is saved 
through the penny elimination. Later, I 
will give a few examples of how this has 
been worked out. 

Another objection—and this one to my 
mind is a complete misconception—is that 
cents-less accounting is inaccurate account- 
ing, that differences will accumulate into 
distortions. In the first place, as we have 
defined cents-less accounting, it is used 
only in those accounts where a small mar- 
gin of difference is acceptable. Study may 
disclose other areas in which it is not ap- 
plicable, for example in supplies accounts 
having a large volume of transactions less 
than $1.00. 


























“Boy, will | be glad when this outfit finds more office space!” 
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Cents-less accounting also implies full 
use of the principle of offset—pennies are 
rounded, not dropped; differences are so 
nearly compensating as to be inconse- 
quential. For example, in a year’s time and 
on $115 million of transactions, Mr. 
Adams of Dravo reports an accumulated 
variance of $306.32. On a similar volume 
the net variance at Time Incorporated is 
less than $100 after a year's operation. An- 
other company after seven months and 
80,000 transactions has a variance of less 
than $60. 

Even if the variances resulting from 
penny elimination were not so small, an- 
other point should be considered. Proper 
use of any accounting system assumes that 
figures will be collected and then used in 
the operation of the business. Compari- 
sons with budgets require analysis of op- 
erating accounts. Most companies have in- 
ternal audit staffs which spend much of 
their time in locating and preventing er- 
rors. The outside auditors are alert for 
bookkeeping mistakes. All of which leads 
to this pi i 


Under any accounting method, mistakes 
are going to be made; if the accounts are 
used as they should be, the significant mis- 
takes will be disclosed and corrected. 
Overcontrol, at least from the viewpoint 
»f economical operation may be possible. 
There is little: point in spending more 
money to prevent an error than the error 
is worth. 


One real problem, however, is the mat- 
ter of employe training. Without complete 
understanding of the reasons behind cents- 
less accounting and how it is used, the full 
potential may not be realized and besides, 
sloppy work habits may result. At the out- 
set some employe education is undoubtedly 
indicated. Employes accustomed to balanc- 
ing out every entry and perhaps not aware 
of the additional controls on the floating 
pennies, may feel that some easing up is 
in order. However, this is essentially a 
problem of supervision to be met as such. 


APPLICATIONS IN THE 
ACCOUNTING RECORDS 

I have already indicated where cents- 
less accounting is most applicable namely : 


1. In the profit and loss accounts in re- 
cording distributions of expenses and in- 
come ; 

2. In the cost accounting records; 

3. In the stores and inventory records; 

i. In the property records; and 

5. In any other balance sheet classifica- 
tions which do not express relationships 
with outsiders. 


In most companies distributions of cash 
disbursements and pay roll represent a 
large volume of detail work. Here is how 
one company installed cents-less account- 
ing in its cash disbursement operations: 

The disbursements procedures are as 
follows. (Continued on page 174) 
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N RECENT MONTHS, we passed the 40th 
| Anniversary of a seldom remembered 
event which was referred to at the time as 
“the first significant conference on the 
subject of Scientific Management.” In 
mid-October of 1911, the founders of this 
new industrial concept met at Dartmouth 
College for their first discussion of the 
new movement that was then beginning to 
revolutionize business practices. There 
were many persons present who are still 
familiar to us for their important contribu- 
tions—Taylor, the Gilbreths, Gantt, Em- 
erson, and many others. Their papers to 
the conference make interesting reading, 
because they reflect a keen perception of 
the problems of those days, and because 
they continue to be pertinent in manage- 
ment matters. Frederick Taylor’s remarks 
possess a familiar ring. 

“It is a fundamental and very sad fact 
that almost every workman who is en- 
gaged in the mechanical arts, who is en- 
gaged in anything like cooperative work, 
looks upon it as his duty to go slow instead 
of to go fast. This is the most unfortunate 
fact in any way connected with Scientific 
Management, and the causes which lead 
to it should therefore be very carefully 
considered. 

"I may say at the start, that if any one 
is to blame for this attitude, we are, and 
not the laborers. It is our fault more than 
the laborers’, that almost every workman 
looks upon it as his duty to do as small a 
day's work as he can. Now do not misun- 
derstand me on this point; | am referring 
only to those workmen who are engaged 
in what may be called organized industry. 
I am not referring to the isolated men 
who work perhaps for themselves, perhaps 
for an employer with one or two employes, 
but | am speaking chiefly of the great mass 
of men who are doing the industrial work 
of this country. This going slow, instead 
of going fast, to my mind is the most seri- 
ous fact that we have to face in this coun- 
try. It is certainly the most serious fact that 
is being faced by the English people at this 
time.” 


That was in 1911, and we still hear the 
same opinions expressed today in some 
quarters—even to the low productivity of 
Great Britain under the Socialist Govern- 
ment. Well, Taylor and his colleagues 
possessed a solution. Following the quoted 
comments, Taylor proceeded 40 years ago 
to explain the principles of Scientific 
Management, and to emphasize that his 
plan involved the intelligent measure- 
ment, planning, and control of industrial 
work on an equitable basis and with 
proper incentive. No “speed-up” was in- 
tended. This latter point was established 
even more strongly during the following 
year in Taylor's brilliant testimony before 
a Special Investigating Committee of the 
House of Representatives, when he made 
the following statement: 


“In the ordinary sense of “speeding 
up,” there is no increase of efficiency due 
to that. Using the term “speeding up” in 
its technical meaning, it means getting 
the workmen to go faster than they prop- 
erly ought to go. There is no speeding up 
that occurs under Scientific Management 
in this sense. 

“The determination of what is right for 
the man to do, of what constitutes a proper 
day's work, in all trades, is a matter for 


accurate, careful scientific investigation. It 
must be done by men who are earnest, 
honest, and impartial, and the standards, 
which are gradually adopted by men who 
are undertaking this scientific investiga- 
tion of every movement of every man con- 
nected with every trade, result in time 
standards, which are accepted both by the 
workmen and the management as correct.” 


SCIENTIFIC MANAGEMENT 
AND AMERICAN PRODUCTIVITY 


The lifelong efforts of these pioneers 
warrant a review of the increase in Ameri- 
can industrial production from the early 
beginnings of our manufacturing economy 
on through to modern times. We are for- 
tunate in having some special statistics 
prepared for this paper by the Research 
Staff of the National Association of Man- 
facturers, and these are reproduced in Ex- 
hibit I (Page 166). 

Considering the average for the period 
of 1935 through 1939 as a base index fig- 
ure of 100, we find that our national pro- 
duction was as low as 6 points on the same 
scale during the Civil War year of 1863. 
There was a reasonably steady and natural 
improvement, and the index reached a 
level of 15 points in the year 1881 when 


PAUL B. MULLIGAN, managing partner of the manage- 
ment consulting firm of Paul B. Mulligan & Co., New York, 
has been actively engaged in this field for 22 years. 
His accomplishments, recorded in “Who's Who in Engineer- 
ing,” include the post of chief industrial engineer of 
Montgomery Ward and Company, and later of the Glenn L. 
Martin Company, until he joined the United States Steel 
Corporation in the vice president-comptroller’s organiza- 
tion. This paper was presented at the Annual Meeting 
of the Systems and Procedures Association of America. 
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EXHIBIT | INDEX OF INDUSTRIAL PRODUCTION 1935-39 = 100 Taylor first undertook the development of 
the science of time study at the Midvale 
Steel Company. 

The trend continued upward until the 
index stood at 40 points in 1904, when 
Frank B. Gilbreth privately published his 
first book on his experiments with the sci- 
ence of motion economy. Finally, the two 
World Wars gave tremendous impetus to 
our national industrial output, since each 
of these emergencies necessitated the 
maximum application of Scientific Man- 
agement and the best technical methods. 

Obviously, there were many reasons for 
the above trend, since all advances in hu- 
man knowledge were bound to add to the 
: well-being of our economy. Scientific 

| cements | Management was only one contributing 

ry ] | Gitbreth’s Firet Boor | factor, but it must be considered a signifi- 

| Qatermmante as | ae cant one. Its influence was slow at first, 

|_Midvale Steet fa but its contemporary wide acceptance must 

be assumed to be reflected in the upswing 

of the production curve during our own 
times. 

However, a true evaluation of our in- 
dustrial progress requires the considera- 
tion of the Ex/sbit I statistics from another 
E viewpoint, since they reflect only the in- 
sourcE: The Research Department—-National Association of Manufacturer crease in the physical volume of goods pro- 
duced. Scientific Management is concerned 
primarily with an improvement in the out- 
put of the working force through technical 
means that are equitable for all concerned. 
Thus, the true measure of our industrial 
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EXHIBIT II TREND OF WORKER PRODUCTIVITY 1920-1950 





RATIO: 
MANUFACTURING 


INDEX TO performance lies in relating production 
MAN-HOURS WORKED volume to the man-hours of work required 


to achieve same. It is only through such a 
comparison that we can determine whether 
we have made progress in solving the 
problem that Taylor referred to in 1911 as 
“the most serious fact that we have to face 
in this country.’ Obviously, there would 
be no significant advantage in increasing 
output by merely adding commensurately 
to the working force. 

The trend of the ratio of man-hours to 
production volume is shown in Exhibit II. 
In the year 1919, the average number of 
weekly manufacturing man-hours was 489 
million, and the production index stood at 
72 based on the period from 1935 to 1939 
being equivalent to 100. Dividing the 
former figure into the latter, a ratio of 
.147 is obtained. During 1949, the aver- 
age number of weekly man-hours was 560 
million, and the production index was 
183, indicating a ratio of .327. An im- 
provement of 122% was registered in the 
intervening period of 30 years. 


35 


CLERICAL COSTS—TODAY’S 
SCIENTIFIC MANAGEMENT PROBLEM 


Thus, on this 40th anniversary of the 
first Scientific Management conference, we 
an feel justified in believing that great 
strides have been made in accomplishing 
the goals of the pioneers who gathered to- 
gether for the first time at Dartmouth Col- 
lege in 1911. However, this discussion has 
been limited to those workers engaged di- 


THE CONTROLLER APRIL 1952 eile in industrial production. What 


























New, Faster, Easier, Lower Cost Methods 
FOR INVENTORY CONTROL! 





If your business is typical, you’ve never had so many 
complex inventory problems. Now, certainly, is the time 
to investigate new, improved Remington Rand methods 
for closer, more effective control of inventory, with big 
savings in supervisory and clerical time. 

Robot-Kardex — A Marvel of Speed and Compactness 
Even though you're already enjoying the advantages of 
Kardex, Robot-Kardex can increase daily work output 
still further. Electrically powered, push button operated, 
it cuts record finding time fully 30% ... houses 59% 
more records per square foot of space...delivers each 
record slide at desk-height for easier posting ... reduces 
fatigue and makes routine. work more interesting. 


New Kardex KARDLOK Forms and Signals 


Another innovation is Kardlok — a design that gives you 
quicker, easier setting of signals ...caliper-accurate posi- 
tioning of signals...and positive locking of signals 


against accidental disarrangement. It’s the last word in 


dependable, visible charting of your item-by-item inven- 
tory status. What’s more, it’s ideal for Kardex systems em- 
ploying Remington Rand's Automatic Computing Chart. 


Complete Installation Service 


Let Remington Rand take full responsibility for super- 
vising and/or handling completely your change-over to 
new, better inventory control methods. Our installation 
experts can save you money on every phase of the job. 


For information, visit our nearest Business Equipment 
Center or write to Management Controls Reference 
Library, Room 1018 315 Fourth Ave., New York 10, 


requesting free literature. 








EXHIBIT Ill 


TIME STUDY SHEET 





Time 


sos 

Sruov No ' ee 

C row Multiptications on Desk Model lonroe 

ee eee — OBSERVER 
12, 1944 


Dare June 


StuDY SHEET 


GaN & CO 


Time Stoe 4.6% 


Time Start 


P.O. eravsen Tur 8 





Oteaarmgenr 


Sy Reso | Ex | Mores] Sy) $y 


Ream) Ex | 





_ Emmovree Miss E Owens 


| 
| 


grog >roerond>nog>s! 


Macnine - Degh Wisde) Monroe Calculator 
—__——ruth hand - crank clearing . 
smcemenve Speed - 377 RPM 


Mareriais  Peacs) heid in hand 
at ail Times 


Sxerce Nores etc 


fide [Ate [Creat 
4 peomnepen ee) Tent 
{A Cleac machine and insert maulkipligand 
8 Ogerate machine + + 
LC Weote product on work paper 


Sy Deran Evements 


o ‘ 
E 

F 
4 

ds jaiieatinnetsieesiasiis 
{ A] Unwectssamy Decays 


+ 

+ 

+ 

Y | Necessagy Of.ays } 
j 


IPgits i" 2 Digits 
+ + 


>iv iv NN 


x 


¢ 


rom 
ttt 


| 
ois nos at Oe 
>owW>r ov» 
nw 


r 


viaje io 


n> 
Vo 
= as 
ttt ttt 
| 


~ 


tt — pm 


pt 


™ 
WEEMP UB WE wpe WE HAN 


Ob> ob >oOB>O 





bE el eS ll a OS bed OS OS ed wal WS eae a a | 
4+ + 44+ 
~~ 


~ 


ewe ewe 


“a 
a 


t—-+-++4- +--+ 
~ 
+++ 


«~ 
« 


PMMA MAE SES WHEE OEE F Pe inn iWie (Wim job Plein > 
CPA PA>NE>FOUrPODPrPO KL POP Oe > aw ror Am> 
PEM EKP ENP PE Pig PEN EPEC PF PEEP Pr ein ee PING in oP 


pasheastlheaetheselicilinenthanicl 











| 
Pe 
4 


+H HH 


{ 
+ 
t 4 Totes Time —t 








ned 
eS ee. 
pe Be ES 








about the office employe? During the first 
i0 years of this century, their numbers in- 
creased at a rate 475% faster than that of 
factory workers. One of our most recent 
clients printed the following statement in 
its company publication as a part of the 
announcement of our program to the or- 
ganization. 


"Scientific Management a long time ago 
S, 

streamlined factories. But it’s 
only recently that scientific principles have 
been applied to streamlining American of- 


American 


fices. 

"Startled into action by soaring office 
costs (a company like ours has to manufac- 
} ars worth of 


ture ana sell . 
, vical workers be- 


products for each 20 cle 
fore it can break even) large corporations 
today are taking office production out of 
the stepchild status and giving it the same 
careful attention they've long since given 
0 factory pr 7 

The systems and procedures surveys are 
major professional activities organized for 
the exclusive purpose of meeting this im- 
portant problem, and practitioners can 
rightly consider themselves to be pioneers 
in a new phase of Scientific Management. 
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Therefore, it is fitting that the techniques 
of the office analyst be studied in relation- 
ship to the parallel ones which have been 
so successful in the shop. 


WORK SIMPLIFICATION 
AND WORK MEASUREMENT 


Growing from the writings and teach- 
ing of such men as Leffingwell and the late 
Coleman Maze, the business world about 
15 years ago began to place greater empha- 
sis on the investigation and improvement 
of office methods. Corporations began to 
open Systems and Procedure Departments 
for the purpose, and the need arose gradu- 
ally for an organization such as the Sys- 
tems and Procedures Association. Out- 
standing progress has been achieved, but 
it is curious to observe the stress that has 
been placed on work simplification—if 
that term may be used loosely to include 
system surveys, mechanization, workplace 
layouts, etc., since all involve a simplifica- 
tion of the method of performing an office 
task. The need for work measurement—in 
addition—has been recognized extensively 
only in recent years. Both are required for 
a complete management engineering sur- 
vey of an office. This is established by the 
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approach of the early pioneers to their 
work. 

Frank B. and Lillian Gilbreth are 
known as the originators of motion study 

-or work simplification, as it is known 
more commonly today. However, they em- 
ployed time measurement throughout their 
work. As a matter of fact, they developed 
a most refined means of measuring work- 
ing-time, which is known as micromotion 
study. Similarly, the “father of time 
study,” Frederick W. Taylor, was as much 
concerned with the methods employed by 
workers as he was with their performance 
times. 

Experience points to numerous ex- 
amples of system changes that were 
avoided when true work measurement es- 
tablished that they would not provide the 
economies that they appeared to promise. 
Undoubtedly, these instances are outnum- 
bered by many hidden cases in the business 
world in which greater effectiveness could 
have been achieved merely through minor 
adjustments and greater personnel utiliza- 
tion by means of work measurement. 


TIME STUDY AS A 
FORM OF WORK MEASUREMENT 
Scientific time study began in 1881 with 
Taylor's early experiments at the Midvale 
Steel Company. Piece rates existed prior to 
that time, but they were crude affairs with 
the standards set in arbitrary ways. Results 
were unsatisfactory to Taylor's perceiving 
eye, and he sought a dependable means of 
determining a “fair day’s work” for a 
qualified man. He wanted performance 
standards on all types of industrial activi- 
ties in order that maximum output might 
be achieved through proper planning, con- 
trol, and compensation. It was the custom 
of the period to estimate production ex- 
pectancies for piece rate purposes merely 
on the basis of the experience of the par- 
ticular shop foreman involved. It has been 
said that experience is the best teacher— 
her pupils have the marks to prove it. 
Thus, the science of time study was 
born. It has been defined as a searching 
analysis and timing of each of the ele- 
ments constituting a given task, which 
must be performed by a properly trained 
worker to perform a unit of work. 
Exhibit II] is an example of a simple of- 
fice time study made on an operator multi- 
plying 3 digit by 2 digit problems on a 
desk model Monroe Calculator. The work 
cycle has been divided into the following 
elements for detailed analysis: 


A—Clear machine and insert multiplicand 
B—Operate machine 
C—Write product on work-paper 

In conducting the study, the observer 
uses a stop watch, which indicates time in 
terms of decimals of a minute, since sec- 
onds would be awkward during subse- 





quent calculations. The operator is in- 
structed to proceed with her work after she 
is at ease and her cooperation has been en- 
listed. During the working period, the ob- 
server records the watch reading at the 
end of each element in the column headed 
“Reading.” Thus, during the first cycle, 
the readings were .05 at the end of Ele- 
ment A, .09 at the end of Element B, and 
.14 at the end of Element C. This method 
of observation is known as continuous 
time study, since the watch is allowed to 
run throughout the working period. Indi- 
vidual element times are determined by 
subtraction, and they are entered in the 
column headed “Ex’’ after the actual re- 
cording of observations has been com- 
pleted. 

Exhibit IV illustrates the manner in 
which the resulting elemental data are tab- 
ulated in order to determine the operator's 
consistency during the study. In the case 
of each element, those unit times which do 
not fit into a reasonable pattern are deleted, 
since they may reflect a faulty reading or 
an unnecessary fumble on the part of the 
operator. Element “‘C’”’ is an example of 
this where unit times .03 and .07 have 
been omitted as indicated by the dotted 
lines. Next, the remaining elemental unit 
times are averaged to determine an accept- 
able time for each element of the study. 
These are totaled, and a standard unit time 
of .180 minutes for the entire work cycle 
is developed after appropriate allowance 
has been added for the workers’ rest pe- 
riods and other personal needs. 

The foregoing is a simple illustrative 
example. This discussion cannot deal with 
the many technical aspects of time study, 
and these are left to the many fine text 
books that are available. One of the most 
important of these features is the determi- 
nation of how close the subject operator is 
representative of a ‘normal’ worker. Dif- 
ferent authorities use varying approaches 
known as leveling, speed-rating, etc. In 
our own work, we use a time study appli- 
cation of the proven principles of statisti- 
cal sampling commonly used in industrial 
quality control. This approach indicates 
the mathematical probability of the study 
results being acceptably close to a true 
average. A paper on the subject was pre- 
sented to the 1951 Spring Meeting of the 
American Society of Mechanical Engineers 
by Dr. George Wilkinson at the time that 
he was Research Director of our com- 
pany.* 


DEVELOPMENT OF STANDARD TIME 
DATA FROM TIME STUDIES 


During the early days of the Scientific 
Management movement, it was recognized 
that the complete time study coverage of 
industrial operations would be most time 
consuming, and the need for standard time 


* Mechanical Engineering, November 1951. 


data became evident. This approach calls 
for the widest utilization of the results of 
each study. For example, we have found 
from the example just discussed that a 
proper standard unit of time for a three 
digit by two digit multiplication on a 
particular machine is .180 minutes. It 
would be wasteful for further studies to 
be made on this work unless insufficient 
cycles were studied the first time. This 
standard should be applicable regardless 
of the character of the multiplication of 
three digits by two—extending an invoice, 
figuring a pay roll, etc. 

A more detailed example of standard 
time data lies in Taylor's urging the accu- 
mulation of all study results in a manner 
which would permit the use of time study 
elemental data in different combinations 
to develop standards for unstudied jobs. 
This calls for the observer to anticipate 
future needs for his study results other 
than the demands of his immediate survey, 
and this must be done at the time that the 
elemental breakdown of the work cycle is 
made. 

In other words, each element should be 
so isolated from the others that it will be 
of maximum use in detailed analysis. An 
example of this is in the multiplying time 
study in Element C—‘'Write product on 
work paper.”’ The product of a three by 
two digit multiplication can contain from 
three to five digits—depending upon the 
size of the multiplicand and the multiplier. 
If the unit times for writing the different 
sized products of Element C are analyzed, 
it will be found that the larger element 


EXHIBIT IV 


readings apply to the multiplication prod- 
ucts with the greater number of digits. In 
this manner, it becomes possible to de- 
velop data on the time required to write 
figures of a varying number of digits, 
which will have a variety of applications 
other than merely writing the answer of a 
multiplication problem. 

To carry the example further, it should 
be possible to develop similar detailed in- 
formation on Element A—'‘Clear machine 
and insert multiplicand.” If this were 
done, it would be possible to develop time 
standards synthetically for a wide variety 
of multiplication problems on calculating 
machines of the same general type, and 
this could be done quickly without further 
time study. The only remaining element is 
that of operating the machine, and this 
involves nothing moére than mechanical 
speed on most electric models. 

The time study engineer should always 
go about his work in a manner that pro- 
vides results which have the widest va- 
riety of applications. It is only in this 
manner that the cost and time consuming 
work of a standards program can be mini- 
mized, 


MICROMOTION STUDY AS A 
FORM OF WORK MEASUREMENT 


Another form of work measurement is 
the science of micromotion study de- 
veloped by the Gilbreths. This approach 
avoids the use of a stop watch, a it in- 
volves the motion picture filming of the 
subject operator working at her workplace. 

(Continued on page 190) 
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Looks at Defense Production 


The Controller 


How the Controller's department becomes 
an active participant and important con- 
tributor in corporate plans for the future 


Christian E. farchou 


HE FUNCTIONS of business enterprise 
Wechte many things such as producing 
goods, providing services, making employ- 
ment available, serving community needs, 
paying dividends, etc. However there is 
one basic principle which is inherent in 
all business enterprise. It must remain 
alive and vigorous, it must replenish it- 
self, and it must grow. Theoretically, it 
may seem possible for a business enter- 
prise to stand still, but in actual practice 
business seldom survives if it does not 
grow. It also must adapt itself to war emer- 
gencies that temporarily disrupt the or- 
derly sequence of growth 

Business may succeed in attaining 
growth solely through fortunate economic 
circumstances, but more often it is the 
result of good management. 
Good management is dependent upon 
sound business planning. It must look 
ahead and plan not only for the immedi- 
ate future, but for an extended period be- 
yond wartime interruption in order to at- 
tain long-term continuity. To do defense 
production planning intelligently, it is 
necessary to give expression to its probable 
effects in figures. The foresight and judg- 
ment used in such planning and in the 
development of figures which relate to it 
have an important bearing on the ultimate 
which may result 


business 


success of 


therefrom 


programs 


CHRISTIAN E. JARCHOW, executive 


Specific and important problems, based 
upon existing or anticipated situations, 
arise with surprising frequency these days 
in the conduct of large businesses, de- 
manding intensive studies for the purpose 
of determining, assembling, and report- 
ing the facts required for decision. 

I know that most of you in your man- 
agerial capacities are often called upon 
to make decisions of importance. I am 
also sure that you never willingly make 
such decisions without having the full 
background of the problem in your pos- 
session. Very often you do not have time 
to obtain that information directly through 
your own efforts. Can you obtain it orally 
from your staff? With respect to minor 
problems, yes; but in the case of the more 
important problems, not with any degree 
of assurance that it will be complete and 
comprehensive. Furthermore, you need to 
accord concentrated study to all the perti- 
nent information affecting the problem; 
so the obvious next step is to assign the 
job of developing the information and 
preparing a report to the member of your 
department who is best qualified on the 
particular subject. It is only after you have 
received such a report and are satisfied 
that it presents all the significant data that 
you have the basis for a decision. If the 
heads of other departments are involved 
in the problem, copies of the report can 


Shelburne 


vice president, 


comptroller and a member of the Board of the International 
Harvester Company, Chicago, entered the company in 1914 
and was appointed general auditor (1920), assistant comp- 
troller (1927), comptroller (1936), vice president-comp- 
troller (1943), reaching his present titles in 1952. He 
served as president of Controllers Institute (1947-48), 
followed by chairmanship of the National Board of Di- 
rectors (1948-49). This article is an extract from a talk 
given before the Boston Control of Controllers Institute. 
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be sent to them in order to facilitate reach- 
ing a decision in a meeting with them. 
How many of you have participated in 
meetings in an attempt to arrive at a com- 
mon decision through oral communication 
only, without any written report on the 
subject ? I am convinced that much valu- 
able time can be dissipated in that man- 
ner and that decisions, generally speaking, 
cannot be made satisfactorily that way. 


PRODUCTION UNDER 
DEFENSE CONTRACTS 

With respect to production under de- 
fense contracts, I believe it is entirely un- 
derstandable and justifiable that manage- 
ments should prefer to continue regular 
production in the greatest volume possible, 
particularly as long as defense production 
is On an optional and voluntary basis and 
in some respects uncertain. This is especi- 
ally true when the regular products are 
recognized as being essential to our pres- 
ent economy, and when the deieanil for 
the regular products continues at an un- 
diminished high level. When, however, 
this optional basis is severely modified by 
government plans for controlling mate- 
rials, under which strong preference is ac- 
corded defense contracts in the allotment 
of materials required to keep factories in 
operation, a very serious problem is posed. 

Under these conditions the degree of 
aggressiveness by which defense contracts 
should be sought out and acquired, the 
speed with which this should be done, the 
advisability of concentrating on particu- 
lar defense products, and the subsequent 
correlation of production of defense pro- 
ducts with that of regular products are 
problems demanding the ablest study that 
can be accorded them, 


“OPPORTUNITY ACCOUNTING” 

Such transition to a defense economy 
presents accountants with many new prob- 
lems and new challenges. The concept of 
“opportunity accounting’ has become in- 
creasingly relevant and important. Op- 

(Continued on page 178) 
































Theres a big difference 


in business forms, too! 


One business form may /ook very like 
another. How can you be sure, then, of 
getting the best? Ninety-three of Ameri- 
ca's 100 largest firms, and thousands of 
others, have found a way to be sure of 
the right forms. They rely on Standard’s 
“unseen specifications’ —the skill and 
precision developed in 40 years of spe- 
cialized forms manufacturing. Standard 
Register made the first marginally 
punched continuous forms. 

These companies have found a big 
difference in the analysis and planning 
behind business forms—for Standard’s 
men concern themselves with the sys- 


tem’s purpose and the whole procedure, 
to develop better-working papers. 

These firms know, too, that form de- 
sign based on years of experience saves 
thousands of needless operations. 

They've learned that Standard’s appli- 
cation of the right forms, mechanical 
devices and equipment . . . smooths and 
speeds the entire process of writing 
records. 

Have you a forms problem? Remem- 
ber this difference. Phone Standard Reg- 
ister in your city. Or write The Standard 
Register Company, 4404 Campbell St., 
Dayton 1, Ohio. 


STANDARD REGISTER 
Business Forms and Utulizing Devices 


ORIGINATORS OF MARGINALLY-PUNCHED CONTINUOUS FORMS 
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PAPERWORK SIMPLIFICATION: 
What happens when better business 
forms are scientifically applied. 


Insurance company writes check (and 
simultaneously posts journal) at the 
rate of 150 per hour against 400 per 
day previously, thanks to continuous 
operation of the two forms on ac- 
counting machine, with Standard’s 
Dual Feed.’ 


A five-part Kant-Slip continuous tic- 
ket in Form Flow Registers saves a 
national airline $60,000 annvally.* 


Stock certificates in continuous 
forms, lithographed on crisp bond, 
enable Carolina organization to 
type from 1200 to 1500 certificates 
a day against former 700. Automatic 
Line Finder advances forms to fill-in 
position in split second.* 


Combining several related records 
into one, for one writing, one han- 
dling, a Standard Register Zipset so 
simplified paperwork that this com 
pany now handles 2000 more ac 
counts per office clerk.* 


*Name and full story on request. 
Write Standard Register 
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HCL-iterature 


Not only is the cost of government going up (we refer, of 
course, to President Truman’s budget message regarding 
forthcoming expenditures of $85.4 billion), upward also is 
the cost of the budget—the printed version sold by the Gov- 
ernment Printing Office. Last year the PO sold copies of the 
Federal budget for $4.75. This year the volume costs $5.75. 
For that $5.75 you receive five pounds and two ounces of 
high-grade small type. 

Looking at it another way—you receive nearly $16.7 bil- 
lion to the pound! 


Coming: The Electronic Renaissance! 


Although the number of factory workers has increased 
since 1920 by only 53% (with a 150% increase in produc- 
tion) according to an article in the January 1952 issue of 
Fortune, clerical workers have increased nearly 150%—and 
the curve is still sharply rising. 

The reason is mountains of paper work. Declares Fortune: 
“The office has been nearly the last area to be touched by 
industrial rationalization, and it is still not mechanized to 
anything like the degree of the modern factory.” The article, 
which discusses the current state of development and appli- 
cation of electronics to business operations, deserves careful 
reading by any corporate controller and financial officer. For, 
as Fortune points out: 








“What was it this time—‘lease expired,’ 
‘going out of business’ or ‘inventory clearance’?” 
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"It won't be very long before U. S. businessmen can em- 
ploy electronic brains to keep business accounts, run continu- 
ous sales records, compute and send out bills, handle entire 
pay rolls, keep running inventories, fix production schedules, 
serve as vast filing systems, and chart corporate expansion.” 

Here's looking forward! 


The Egg and Us (Cont'd) 


A reader of THE CONTROLLER asked us recently (refer to 
page 148) about sources of information on poultry. We 
were happy to pass on such information as we could glean. 
Whether some poultryman is setting up a control for his 
hens, or whether a controller is satisfying a yearning for new- 
laid eggs, is a point on which we are uninformed. 

Control is, as you may know, a major element of successful 
egg production. The amount, quality, and variety of feed is 
balanced against egg production per hen. Wholly mecha- 
nized operations keep hens in cages under 24-hour electric 
light, with food and water delivered on automatic travellers. 
Laid eggs roll down inclined chutes to a central receiving 
station. 

Cost accounting is a serious aspect of commercial poultry 
raising. Budgetary forecasting is a mania with would-be ama- 
teur chicken farmers. Since most factors are unknown, alge- 
braic equations are used. For example: 


XxX YX Z—B+C=P 
X ( Day-old chicks ) 
Y (Pounds of feed) 
Z (Number of weeks) 
B(Cockerels to be sold as broilers) 
C (Egg production ) 
P (PROFITS) 


Among the few manias that have never seized us here at 
THE CONTROLLER is (or are?) chickens. We feel, like our 
esteemed fellow editor, John Gould of the Lisbon Falls 
(Me.) Enterprise, that it’s nice to have a few hens wandering 
around a farm, but raising a huge flock scientifically is a 
heavy chore. 

Chickens, en masse, seem to be nervous creatures with few 
ideas of social amenities. We haven't noticed any data yet on 
neurotic hens. But we anticipate work along these lines any 
day. Psychologists assure us that cows and cats have neuroses. 
Why, then, can’t a hen feel frustrated? 

Our interest in, and acquaintance with, such noncontrol- 
lership facts stems from 500 chickens which lived, briefly, 
near our bedroom windows one summer. Their morning 
serenade made us more conscious of chickens than ever be- 
fore or since. Fortunately, the experiment was short-lived— 
or else we would have been. 

However we are pleased to think that our readers consider 
us a source for authoritative information on any and all topics 
—even poultry. if you have any problems, no matter how 
seemingly foreign to finance, don’t hesitate to pass them on 
to us. You can be sure of an answer. 

May it always be right but, whether or not we “lay an 
egg,’ an answer there will be! —PAUL HAASE 
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ASBGUT THE 80:0 K* 


ESS THOUGHT HAS BEEN GIVEN to the boards of directors of Amer- 
£° ican corporations than to most of the other administrative units in busi- 
ness. This book focuses attention on the responsibilities of directors both as 
individuals and as a group. Disclaiming any final word on the functioning of 
directors, the authors describe a variety of specific problems of administering 
companies in different stages of development. They deduce from this variety 
the important general functions and duties of directors. 

Building on Dr. John C. Baker's ‘Directors and Their Functions: A Pre- 
liminary Study,”’ the present book is an original inquiry into the operation of 
the boards of many kinds of businesses. In addition, it draws upon the opin- 
ions of labor union representatives, officers of trust companies and banks, 
public officials, and small and large stockholders. 

The experience of the individuals and companies consulted enables the 
authors to make clear how the role of directors in business management re- 
flects the interplay of changes in the financial community, in legislation, in 
channels of trade, in technological advance, in executive organization, and in 
new concepts of the individual director's responsibilities to the public. 

The specific case studies of large, small and medium-sized companies pro- 
vide reference to actual experience which keeps this book from being an ab- 
stract outline of theory. 

Because of the close relationships between controllers and boards of direc- 
tors, those interested in controllership will find this study of the functions of 





the board useful and revealing. It may enable controllers to serve their own 


boards better in the direction of their own corporation's management. 





As, 





* Condensed by permission from THE BOARD OF DIRECTORS AND BusINESS MANAGEMENT 
by Melvin T. Copeland and Andrew R. Towl. Published by Division of Research, 
Harvard Business School, Soldiers Field 63, Boston, Massachusetts. Copyright 1947. $3.25. 
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THE BOARD OF DIRECTORS 
AND BUSINESS MANAGEMENT 


by Melvin T. Copeland and Andrew R. Tow! 


Chapter 1 Directing a Corporation 


HE LAW establishing a business corporation 

places upon the board of directors the primary re- 
sponsibility for the welfare of that corporation. One of 
the main tasks of the board, therefore, is to assure the 
corporation's continuing existence, for corporate con- 
tinuity is essential to continued investment of capi- 
tal and to the maintenance of job security essential to 
the welfare of the community. 

The board of directors is the essential nucleus which 
makes a corporation a workable type of institution. As 
steward of the corporate funds, it maintains the solvency 
of the corporation. It elects the chief executive, gives 
directions and authority to carry on operations, and 
serves as locus of legal responsibility in the corporation. 
If the best interests of investors, employes, and cus- 
tomers are to be served and if social responsibilities 
are to be fulfilled, the affairs of a corporation must be 
directed with the broad perspective, the long-range 
point of view, the sound and consistent policies, and 
the spirit of enterprise which it is incumbent on the 
board of directors to provide. 

The scope of these responsibilities does not mean that 
the board of directors is concerned with the day-to-day 
operating details and with the executive decisions con- 
stantly called for to keep the enterprise operating. It is 
rather the board's task to direct the management of the 
corporation’s affairs. The operating management needs 

_ policies to guide operations. These may be formally de- 
termined by the board. Even if they are established, in- 
stead, by administrative decisions of the executive 
organization, they are still subject to review by the board 
of directors. It is, of course, the responsibility of the 
board to maintain the solvency of a corporation, not by 
doing but by providing sound financial plans and by 
checking up on results of policies which affect the fi- 
nancial condition of the company. In addition, the board 
must stimulate the efforts of progressive management to 
employ the corporation’s talents with imagination and 
enterprise. 

The legal authority granted to the board is not ade- 
quate to assure its success. The big stick, for example, 


does not necessarily win the confidence of stockholders, 
the loyal support of the executive staff and of the rank 
and file of the employes, and of public opinion. A board 
—rather than relying on legal authority—must achieve 
the willing cooperation of all those associated with the 
enterprise in carrying out their respective functions. For 
a business corporation is inherently a social undertaking 
in which even the board of directors does not have real 
authority until it can command the support of the vari- 
ous elements to a degree that the individual rights and 
prerogatives are harmonized and subordinated to the 
welfare of the enterprise as a whole. 


Chapter 2 Securing Stability in a Changing World 

Important in all stages of corporate development, a 
strong board of directors can be particularly useful to a 
small new company, the chief executive of which may 
be in need of advice and counsel. The experience of two 
new corporations with dummy boards illustrates corpo- 
rate failure arising largely from the unwillingness to ob- 
tain and cooperate with competent boards. Two other 
cases illustrate the success which can come to new com- 
panies backed by boards established at the very begin- 
ning to be a functioning part of the whole corporate 
organism. 

In another critical period of corporate development, 
when ownership and management come to be separated, 
a well-chosen board of directors has enabled companies 
to survive the disruption caused by the passing of con- 
trol from an individual to his heirs. In other cases, 
boards have not been allowed to be more than perfunc- 
tory witnesses of such transitions and have not been 
able to prevent great damage to the company. A well- 
functioning board of directors provides a stabilizing 
influence which insures the continuity of operations 
through upheavals in ownership. 

In another set of problems affecting corporate stabil- 
ity—those of adaptation to a changing environment—a 
well-chosen board not only can render helpful advice in 
meeting new conditions, but its individual members can 
also bring to the attention of operating executives use- 
ful knowledge of what is going on outside. Technologi- 


ms 

















A CONTROLLERSHIP FOUNDATION Book DIGEST 


cal changes, shifts in competition between industries, 
changes in management techniques and in methods of 
distribution, shifts in the tastes and preferences of con- 
sumers, fluctuations in economic conditions, major 
changes in the level of commodity prices, and a multi- 
tude of political developments are some of the forces 
which require readjustment and adaptation. The board, 
exercising its special responsibility for taking a long- 
range view of the corporation's affairs, can aid in secur- 
ing corporate stability in an unstable environment. 

The role of the board as a stabilizing influence is 
often assisted by occasional change in the membership 
of the board. Too rapid a change in membership can be- 
come a cause of instability, but a moderate turnover of 
membership can assist the introduction of new ideas. A 
survey of 50 well-known American corporations indi- 
cates substantial changes in the composition of each 
board over a 20-year period. The individual director 
should serve long enough to absorb and evaluate the ac- 
cumulated experience of the enterprise and to observe 
intelligently the results of decisions which he helps to 
make. Furthermore, length of service is important if the 
board is to become a live repository of accumulated 
broad-gauge experience. By overlapping two or more 
operating regimes, a board helps secure continuity in 
policy as well as adaptation to a changing environment, 
and through the handing on of an accumulated experi- 
ence the board continues to live. 


Chapter 3 Selection of Executives 


The choice of an executive by the board of directors 
to fill an executive vacancy must be carefully under- 
taken, for it is a long-range decision. A new executive 
will require time to familiarize himself with the job, 
work out his plans and show results, and build up the 
loyalties essential to leadership. Furthermore, the choice 
of an executive is likely to have a long-range effect on 
the board itself; he will eventually influence the make-up 
of the board. Another long-range implication of the 
selection of an executive is that the choice of a man and 
the making of policy are inseparable. Choosing an un- 
derstudy of the former president trained in the tradi- 
tional policies of the company is likely to be a decision 
that the established course will be followed for a con- 
siderable further period. Choosing a new man with al- 
ready announced new ideas may be a policy decision to 
take a new course. In numerous ways the effects of the 
decision reached by the board in choosing a new execu- 
tive will be felt for a long time into the fature. 

The succession to an executive vacancy should in no 
way be looked upon as an automatic process involving, 
for example, the uncritical promotion of an understudy 
chosen by the former chief executive. It is true also that 
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an immediate operating problem does not automatically 
determine the choice of a new executive. If sales, for 
example, is presently the company’s most crucial prob- 
lem, this does not mean the automatic elevation of the 
sales vice president to the presidency. The test of the 
fitness of a specialist for a top executive position is not 
his mastery of specialty but his promise of ability to 
grow into leadership of a balanced organization for 
dealing successfully with ever-changing conditions. Suc- 
cession, far from being automatic, requires discretion. 
The board of directors is a mechanism provided in the 
corporate structure to exercise this discretion. 

If the board is going to be well prepared for select- 
ing a new executive, it must be acquainted with the 
executive timber in the organization. This acquaintance- 
ship can be achieved by arranging to have each depart- 
ment head appear before the board from time to time 
and explain the work of his department. Also, in the 
process of determining policy, checking up on results, 
and asking questions, members of the board have an 
opportunity to appraise the abilities of members of the 
organization. If there is no top executive timber in the 
organization, the board must give thoughtful considera- 
tion to this fact. 

Before formal action is taken to install a new chief 
executive, a number of informal preliminaries are es- 
sential to make the formal action successful. In some 
situations an individual director may take the leadership 
in persuading a board to examine the qualifications of 
an incumbent and to consider whether he should be 
replaced. Individual discussions and informal action 
precede the submission of formal motions to the full 
board. To find a new chief executive for a very difficult 
situation, quiet negotiations with candidates may be 
necessary far in advance of formal action. Unusual in- 
ducements must often be offered to obtain the best pos- 
sible talent. The poorer the shape in which the corpora- 
tion finds itself, the higher is the price which the board 
of directors must offer to a prospective executive. The 
informal negotiations surrounding the selection of a 
new chief executive require individual directors to have 
high standards of responsibility and keen judgment of 
conditions within the company and the whole business 
community. 

But naming a new executive does not end the direc- 
tor's responsibility. A board of directors must anticipate 
as far as possible the reactions which are likely to come 
with the naming of a new executive and deal with these 
reactions as they appear. Troublesome internal relations 
falling upon the selection of one man for the position 
cannot be side-stepped and the future of the new presi- 
dent must not be jeopardized by sops thrown to disap- 
pointed candidates. The man elected to the chief execu- 
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tive position has a right to expect and receive the full 
support of the board of directors and the strength or 
weakness of that support is a test of the strength or 
weakness of the board itself. 


Chapter 4 Policy-Making 


Although a board of directors takes a first step in 
policy-making when it selects a chief executive, it must 
give him his sailing orders. Policy facilitates the making 
of decisions by operating management; it is a course of 
procedure formulated for their guidance in making de- 
cisions on problems as they arise. Policy becomes effec- 
tive only when it is thoroughly understood, accepted, 
respected, and followed by subordinate executives and 
all employes affected by it. A board of directors has 
many opportunities for constructive service in policy- 
making despite the fact that it directs the management 
rather than actually manages the affairs of the corpora- 
tion. The traditional control of the board over purse 
strings affords many an opportunity for policy con- 
sideration. Expenditures of funds, payment of divi- 
dends, and all other details of the utilization of the fi- 
nancial resources of a corporation provide many oppor- 
tunities for policy-making, for the latter is essential to 
the proper investment of financial resources. 

Some policies are set by the board through the ap- 
proval of comprehensive programs of action submitted 
to it by the chief executive of the operating manage- 
ment. In the preparation of comprehensive programs or 
the development of general rules, the operating staff of 
a corporation plays the very important role of inform- 
ing the board of what it needs to know before it can 
reach decisions. The gathering and digestion of infor- 
mation for presentation to the board is in itself a means 
whereby the operating staff participates in the policy- 
making function. Teamwork between the board and op- 
erating staff in the development of programs and gen- 
eral rules is essential because the mere pronouncement 
of a policy does not make it effective. 

But very often, many other policies result not so much 
from the ratification of formal prograrns as from deci- 
sions reached about individual cases. A board must be 
alert to the implications of each specific decision, for 
each case which comes before a board of directors in- 
evitably presents a question of policy. The board must 
ask what precedent will be created by its decision and 
what the effects of that precedent are likely to be in the 
future. The more careful the attention given to policy 
questions in advance, the less burdensome will be sub- 
sequent trouble-shooting. 

As with the laying out of programs and the setting up 
of general rules, so in policy-making-by-precedent, close 





teamwork between the board and the operating organi- 
zation is required. In one representative company, the 
president learned early to get the reactions of individual 
directors in advance of board meetings, not to take the 
place of thorough discussion at the board meeting but to 
take advantage of the experience of individual directors 
before proposals were formally placed before the board. 
Individual consultation with board members between 
meetings in this instance also kept alive the interest of 
the directors in the corporation who felt they were 
really making a contribution to management and were 
finding the experience individually valuable. In another 
company, the president made it a practice to consult his 
directors between meetings and prepare carefully for 
the monthly meetings by distributing information essen- 
tial to each director's understanding of the matters to be 
discussed. 

In many companies such lessons have not been 
learned and the administrative technique of securing 
the cooperation of the board has not been understood. ° 
Ratification by a board of a plan preposed by the presi- 
dent of one company revealed later the obvious disad- 
vantage that the plan was unworkable. It appeared to be 
logical but the participation of the operating organiza- 
tion in drafting the plan was only superficial. When it 
was presented to the board the latter failed to procure 
adequate information on which to give counsel and ad- 
vice to a president who had not yet learned how to per- 
form the policy-making function of his office. A board 
can fulfill its mandate to direct the management of a 
corporation only if it is well informed on each proposal 
which comes before it for action and if it takes whatever 
time is necessary to acquaint itself with the implications 
of each action. The conduct of board meetings so that 
policy-making proceeds effectively calls also for effective 
leadership by the chairman of the board, who must in- 
sure that the board comprehends the policies on which 
it is asked to take action. 


Chapter 5 Checking Up on Results 

For a board of directors to keep itself informed on 
what is going on, over-all check-ups and policy check-ups 
are needed. An over-all check-up aims to ascertain the 
general condition of the corporation. A policy check-up 
is the follow-through to ascertain how a particular policy 
decision by the board is working out when put into op- 
eration. Over-all check-ups usually focus upon the fi- 
nancial statement which in itself is a review of the year's 
operations. One large corporation used the audit which 
authenticates the annual financial statement to acquaint 
itself in greater detail with the general condition of the 
company. The outside directors comprising the audit 
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committee of the board met at length with the auditing 
firm to consider material not included in the firm’s re- 
port and circumstances which may have appeared dur- 
ing the audit. A second device for making an over-all 
review of a corporation's affairs is the operating budget, 
a projected profit and loss statement and resultant bal- 
ance sheet. In some corporations the comparison of pro- 
jected with actual performance led to an over-all review 
of current operations. An over-all check-up, usually be- 
ginning in the financial statement, enables a board to 
become better acquainted with the affairs of a corpora- 
tion and to trust its management. More than a policing 
of operations, it is a means whereby the board can find 
out how best to render counsel and advice. 

Policy check-ups are required because the board can- 
not divest itself of the responsibility for making sure 
that a policy is being carried out and for ascertaining 
whether the results are the ones which were anticipated. 
Checking up on results often enables a corporation to 
take corrective action without loss. Such check-ups lead 
to modification or revision of policies before it is too 
late. The timing of a policy check-up to prevent its be- 
ing premature or too late is a test of the wisdom and 
judgment of the board. 

When a board of directors checks up on results (as it 
must), such action does not imply a lack of confidence 
in the executives but rather emphasizes the responsibility 
of operating executives to keep the board informed of 
results which appear in the operation of a given policy. 
Board committees meeting with operating executives of- 
fer members of the board intensive acquaintance with 
particular aspects of the corporation’s affairs. 

The information laid before a board to acquaint it 
with the operation of previously approved policies must 
not only be adequate but understandable and under- 
stood. Many instances of undigestible information are 
available. Giving a board too many facts will as well 
result in its not understanding what action it is approv- 
ing as giving it too few. When the members of a 
board of directors keep themselves thoroughly informed 
(without jeopardizing the integrity of the operating or- 
ganization) and check up carefully on results, they 
are participating effectively in corporate management. 
When they merely comply with legal formalities and 
with only superficial or perfunctory check-ups, they are 
not fulfilling their mandate and they tend to bring cor- 
porate management generally into disrepute. 


Chapter6 Asking Discerning Questions 

The discerning question is the director's principal 
tool. It is not merely a request for casual information; 
it typically opens up a situation where action or at least a 


thorough review of policies is called for. Discernment 
is evidenced not only in the opening question but in the 
persistence shown in following through beyond the ini- 
tial reply to the underlying reality. It is not the weapon 
of a prosecuting attorney cross-examining a defendant. 
The director asking questions is instead a responsible 
participant in the search for direction through new con- 
ditions or for guidance in evaluating the results of 
earlier decisions. Such questions are among the major 
means by which a director can satisfy himself that he 
has the understanding with which to participate con- 
structively in the board’s actions. The questioning proc- 
ess is an essential feature of the ‘conference and ex- 
change of individual views” on which is based the legal 
rule that the only valid legal action by a board of direc- 
tors is that taken at a formal meeting. The willingness 
and ability of an executive to answer such questions is 
an important test of his qualifications for his position. 
Some executives avoid directors who ask such questions. 
Nevertheless, the asking of discerning questions by 
members of a board is an essential procedure in policy- 
making and a useful device for checking up on results. 

Particular questions often lead to new policy deci- 
sions and provide a stimulus to executive action. In one 
company the question was asked why the president did 
not explain to meetings of foremen the company poli- 
cies which he explained so carefully to salesmen at meet- 
ings held in major distributing centers. The policy was 
subsequently extended to foremen with very effective 
results. In another instance a director asked why it was 
that the suede department of a leather company had 
been continued in spite of the losses shown on the com- 
pany’s operating statement. All the directors had seen 
that the suede line had been unprofitable. The discern- 
ing part of this director's question lay in his sensing that 
the president's enthusiasm for the suede department was 
based on wishful thinking rather than on a full and 
frank evaluation of the facts. A new policy decision was 
the result of this question. The director through such 
questions can also ascertain whether new proposals are 
consistent with what the board understands to be the 
general pattern of the company’s policies. 

There are many instances in which discerning ques- 
tions should have been asked and were not. A large 
company manufacturing storage batteries, which began 
the manufacture of battery-powered radios, came to 
grief because no one on the board asked questions about 
how the new product was going to be marketed. It was 
never discovered that the problems of distributing radio 
sets were quite different from those of selling storage 
batteries. In numerous other instances discerning ques- 
tions would have revealed incomplete analysis and soft 
thinking. The directors of the corporation, responsible 
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for probing into any major policy proposal to make sure 
that all factors have been taken into account and the 
risks all weighed, have the question as a probing tool. 

Part of the discernment involved in the asking of 
discerning questions comes in sensing when and where 
to start searching inquiries. The tip-off may occur any- 
where—in an item on the income statement, in a special 
report, in remarks made during the discussion of a pol- 
icy problem, in often-repeated complaints, and in in- 
formation reaching directors informally from consumers 
and from the community. Checking results with the 
stated objectives of the corporation may lead the director 
to tip-offs for revealing questions. Statements of policy 
contain self-evident tip-offs to areas in which thinking 
has been neither complete nor adequate. 

Discerning questions are essentially educational. In 
the process of being drawn out by intelligent questions, 
the thinking of an executive is clarified. At the same 
time the directors are broadening their knowledge of the 
affairs of the company and its personnel. The approach 
of an honest question can do much to maintain a con- 
structive relationship between directors and executives. 
Even in a searching question, there is little threat of in- 
terference in the executive's field of action. 

Although sometimes a line of discerning questions 
may be introduced by a director on the inspiration of the 
moment, far more commonly it is the product of 
thoughtful study of the corporation's affairs extending 
over a considerable period of time. It is out of the study 
and reflection of operating statements and reports and 
memoranda that many discerning questions grow. And 
if the executive knows that he is going to be subjected 
to keen questioning, he will prepare himself more care- 
fully in advance by gathering adequate information and 
by thinking through his proposals. A board which does 
not have any keen questioner in its membership is not 
likely to be a strong board. 


Chapter 7 Some Unpleasant Tasks 

Directors must be ready and willing to face, in the 
course of their stewardship, unpleasant tasks which, 
though they are not typical of corporate management, 
arise sufficiently often to justify examination. Circum- 
stances which give rise to unpleasant situations are usu- 
ally those in which the situation has been deteriorating 
for a long time—as in, for example, the Holmes- 
Lapham controversy in the Texas Corporation. Other 
unpleasant situations arise from the poor choice of an 
executive or in the ascension of a new executive poorly 
qualified for his office as in the case when an incompe- 
tent son succeeds a powerful father. Actions of the 
board of directors itself may contribute to deterioration 


in corporations. In every case reluctance to perform un- 
pleasant tasks which lead to reformative action inevi- 
tably complicates the situation. Liquidation, for exam- 
ple, is sometimes an unpleasant task which a board of 
directors must face. Sometimes it is deferred too long. 

Even when a member of a board recognizes a deterio- 
rating situation, the securing of corrective action is fre- 
quently.a slow process. Much time is required to con- 
vince other members of the board that corrective action 
is necessary. Revamping defective organization, getting 
facts for diagnosis, shaking off tradition, as illustrated 
in three cases, studied firsthand, all make up the long 
sequence of events by which directors have sensed the 
need for, and ultimately secured, action. The process in- 
volves a span of time which amounts in many cases to 
10 Of 15 years. 

The unpleasantness of deteriorating situations and 
the long time required for their correction sometimes 
produces in directors a sense of frustration, followed by 
their resignation As illustrated in numerous individual 
instances, resignations have been brought about by the 
refusal of a board to respond to the chairman’s diagnosis 
of a deteriorating situation, and the refusal of operating 
management to make changes essential to the long-run 
prosperity of the business, and by the resulting personal 
dissatisfaction of being ineffective upon the board. The 
resignation of a competent director, who is frustrated in 
dealing with an unpleasant situation, is a double loss to 
a corporation, which loses the opportunity to benefit 
from his counsel and suffers the subsequent difficulty of 
recruiting other competent men to serve as directors. A 
president is known by the directors he keeps. Resigna- 
tion is not an easy way for a director to discharge his 
broad responsibilities. When a man accepts election to a 
board of directors, he assumes the risk that he may have 
to face nerve-racking and energy-consuming unpleasant- 
ness. To face such tasks effectively, he must have at 
heart the welfare of the corporation as a whole. 


Chapter 8 Correcting Misconceptions 

The common misconceptions regarding directors can- 
not safely be disregarded as part of the environment in 
which business operates, of the effective functioning of 
directors and of the public repute in which directors 
are held. These misconceptions are many. One of them 
is that a director should be technically expert. It is 
apparent, however, that unless a board of directors in- 
cludes some members sensitive to nontechnical prob- 
lems, it is an unbalanced board. Our observations indi- 
cate that the shortcomings of the boards of directors in 
300 prominent corporations in the last 20 years lay not 
in specialized technical questions but in matters of pub- 
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lic relations, human problems, and broad questions in- 
volving business judgment. A second misconception 
sometimes observed is that a director can perform execu- 
tive functions without becoming an executive. This is 
never true. Repeated instances demonstrate that a direc- 
tor cannot bolster up a weak executive by working with 
him to discharge executive functions without clearly 
taking the executive position. A director should not 
trespass on the functions of an executive, and the initia- 
tive in operation must be left to the executive branch of 
the organization as the board confines itself to its proper 
role of such matters as assuring succession in manage- 
ment, promoting the adoption of progressive policies, 
and checking up on results. 

Some companies still look upon directors as a means 
of securing special favors. Such arrangements have a 
debilitating effect on an organization, demoralize the 
operating management, and prejudice the corporation’s 
relations with the public. Some boards are manned un- 
der the influence of the misconception that big names 
make a valuable board whether as men they work to- 
gether as a functioning team or not. A man who be- 
comes a director of a corporation to lend the prestige of 
his name to an enterprise without participating in the 
board’s tasks of directing the management of a corpo- 
ration fails to fulfill his responsibility to that corpora- 
tion and furnishes an example which critics of corporate 
management hold up to ridicule. 

An additional widely prevalent misconception is that 
the competency of a director varies directly in propor- 
tion to the size of his stockholdings. There are many 
instances in which persons with large shares of stock 
participate ineffectively on boards and in which a man 
with nominal stockholdings is extremely effective. A too 
narrow interpretation of the common theory about di- 
rectors results in the misconception that the main task of 
directors is to serve as watchdogs, policing executives 
and looking out for special interests. This is an essen- 
tially negative view. It is the duty of all directors to 
check up on results and it is the task of the board to look 
after the interests of the stockholders and to act in the 
interest of the enterprise as a whole. 

Finally, the concept of form without substance is a 
misconception which sometimes brings into being 
boards which do not function, including perhaps out- 
side directors who are never initiated to the management 
circle, and which consider nothing at meetings except 
the routine matters required by law. The imperfections 
of present boards of directors arise primarily from the 
fact that so little careful study has been given to the 
duties and responsibilities of directors in directing cor- 
porate management. It is of the highest importance 
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that directors and executives comprehend these misun- 
derstandings and try to dispel them. 


Chapter9 Incentives for Serving as a Director 


The incentives which lead outsiders to accept director- 
ships in corporations in which they do not have large 
holdings of stock become important when the weight 
and strain of the director’s responsibilities are con- 
sidered. Inquiry into motivation among individual di- 
rectors reveals an exceedingly complex and varied set of 
motives. One director, for example, said that he ac- 
cepted a directorship either because of his ownership in- 
terests or because he could make a professional contribu- 
tion as a financial specialist. A second director found 
personal satisfaction in dealing with board problems 
despite the time they required. His large stockholdings 
in certain companies warranted his spending the effort 
he did upon their directorships. Other directors have 
pointed out the commercial advantages of directorships, 
the contributions they make to professional reputation, 
and the opportunity to participate in interesting new 
problems. Some have sought their positions for ulterior 
motives like the gaining of inside advantages and pref- 
erential treatment. There is as yet no standard practice 
for more than nominal compensation of outside direc- 
tors, but more and more men of competence may stipu- 
late substantial fees as the burdens of a directorship come 
to be more fully recognized. 

The chief nonfinancial considerations are of a profes- 
sional character. The director finds a challenge to his 
proficiency as a practitioner of business administration. 
Analysis of new problems against a broad background, 
adaptation of plans to a changing environment, meas- 
urement of the precedent-making significance of pro- 
posed courses of action, analyses of financial reports and 
other procedures for checking up on results, perfection 
of the art of asking discerning questions—all these ac- 
tivities call for keen intellectual effort and test the ad- 
ministrative proficiency of a director. The opportunity 
for association with other financial and business leaders 
is proportionate to the strength of a board. Membership 
on a board of outstanding directors furnishes each mem- 
ber an opportunity to earn the respect of his associates 
and to build a reputation for insight and judgment. And 
finally, a sense of obligation to the business community 
and a desire to contribute to progress in business are 
among the incentives which lead men to accept director- 
ships. 

After a man has accepted a directorship for any or 
all of the incentives mentioned, the company has the 
problem of holding his interest. To hold directors, a 
board must provide opportunity for bringing out the 
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potential contribution of individual directors. Seeking 
the counsel of directors, providing for their service on 
committees, making effective presentation of material of 
current interest at board meetings, and allowing indi- 
vidual directors to be of genuine service are means for 
holding competent men. At any one time, the attitude of 
the chief operating executives is extremely important in 
retaining the interest of the competent members. In ad- 
dition, the manner in which the chairman handles the 
board meetings influences the willingness of a com- 
petent director to continue to serve. If the agenda in- 
cludes live questions for discussion and action, with 
careful preparation of pertinent information in advance, 
the meetings will be sufficiently fruitful to sustain the 
interest of the board. 


’ 


Chapter 10 Selection of Directors 


Because board membership commonly undergoes 
complete turnover in a period of about 15 years and for 
most corporations an average of one vacancy occurs each 
year, the question of the selection of directors is impor- 
tant. The legal provisions influencing the choice of di- 
rectors indicate that Congress has recognized that the 
duties of directors are to serve the interests of all in- 
vestors and of customers and consumers and to act in 
accordance with public interest by not participating in 
the restraint of trade. The legal provisions aim to pre- 
vent arrangements against public policy but they do not 
attempt to assure the selection of competent men as 
directors. The actual process of selection is a many-sided 
problem in human relations. An effective director must 
be able to get along with his fellow members, and the 
board as a whole must maintain cooperative relations 
with the operating staff. In addition to this ability, cer- 
tain qualities of character have by common consent come 
to be considered necessary to the selection of the best 
director from a number of candidates. These qualities 
are honesty and integrity, compatibility, interest in the 
welfare of the corporation as a whole, a long-range 
point of view, ability to evaluate changing conditions, 
ability to appraise men, courage, ability to ask discern- 
ing questions, and a vigorous spirit of enterprise. No 
one director can be expected to possess all these quali- 
ties, but the board as a whole must exhibit them. Fur- 
thermore, a good board is well balanced in age and ex- 
perience, hence selection to secure balance is preferable 
to selection to afford representation for special interests. 

Because in practice a board of directors is usually self- 
perpetuating, each director must assume the responsi- 
bility himself for self-discipline and self-examination. 
Such sanctions as those appearing in the law and in the 
control by investors, though potent, cannot insure the 


full competency of a director. The director must ask 
himself whether he owes it to the company to retire 
from the board to avoid becoming a superannuated di- 
rector. Before accepting an invitation to become a direc- 
tor, a man may well catechize himself searchingly to 
determine whether he can fulfill his obligations and 
maintain the required standard of conduct. If he accepts 
the position he must subject himself to self-catechism 
from time to time to determine whether he should con- 
tinue to serve as a director. 


Chapter 11 Some Questions Which a Director 
May Well Ask Himself 
Before accepting a directorship, a director should ask 
himself: 


Why am I being invited to become a director? 


Will I be able to participate objectively in directing 
management of the corporation? 


Have I the fortitude and stamina to face unpleas- 
ant situations? 


Am I prepared to spend such time as may be re- 
quired in order for me to fulfill my responsibilities as 
a director? 


While serving as a director, a man should ask himself 
the following questions: 


Has experience shown that 1 had the correct an- 
swers to the questions asked before accepting the di- 
rector ship? 


Am I now rendering the service which fairly may 
be expected of a director by stockholders, employes, 
executives, creditors, suppliers, customers, and the 
public? 

Is the board being kept adequately informed re- 
garding the affairs of the corporation? 

Is the board availing itself fully of the opportu- 
nities for participation in policy-making? 

Have I made sure, as a member of the board, that 
the chief executive has an organization adequate for 
handling the corporate tasks and for assuring the 
survival of the corporation? 


Are their respective areas of decision well under- 
stood and mutually respected by the board and by the 
operating organization? 

As a member of the board, am I showing proper 
initiative? 

Have I reached an age when I should retire? 

If I am not content with my answers to all these 
questions, what shall be my standard of conduct? 
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(PRICES ON REQUEST) 


THE IMPACT OF BUDGETS ON PEOPLE 
This Foundation report turns the spotlight upon 
the point at which men and budgets meet. The 
result is a thought-provoking study which points 
the way to definite action, Budgets can be an effec- 
tive tool of management, but budgets meet with 
human resistance. No matter how accurate the 
budget, no matter how carefully planned, if it is 
not accepted by those who must use it, it does not 
work (1952) 


MANAGEMENT PLANNING FOR 

CORPORATE TAXES 
This report is designed primarily as a ‘selling 
document,”"—a thought starter for top financial 
management as to how to manage taxes. It is not 
a substitute for commercial services on taxation; 
it is not designed for the use of lawyers, account- 
ants or tax experts. The report deals with cor- 
porate organization and executive attitudes and 
viewpoints (1951) 


DEFENSE MOBILIZATION: 

What Management is Doing 
Based on interviews with 35 companies who are 
doing something about meeting the impact of in- 
dustrial mobilization, and on interviews with key 
personnel in Washington. The report contains an 
extensive Preparedness Check List for Manage- 
ment compiled by the Munitions Board. (1951) 


BUSINESS CONSULTANTS: 

Their Uses and Limitations 
Based on experiences of 61 companies, this study 
answers these questions: What are the pertinent 
facts about consultants? Why do companies use 
consultants? How do companies choose consult- 
ants? How do companies get their money’s 
worth? (1951) 


FACTS AND FIGURES 

FOR COLLECTIVE BARGAINING: 

The Controller’s Role 
A case history study based on the experiences of 
over 40 companies. Tells what facts to give, what 
records to keep to tell management's side of the 
story in labor negotiations, arbitrations and fact- 
finding investigations. (1950) 


SETTING SALARIES IN THE 

CONTROLLER’S DEPARTMENT 
A manual that is much more than a manual— 
Takes the guesswork out of job pricing and giv- 
ing raises. Contains detailed instructions on how 
to set salaries scientifically. Draws from the meth- 
ods used by 22 companies and the salary scales 
used by 500 companies. Aims specifically at mid- 
dle management jobs in the controller's depart- 
ment. (1950) 


CONTROLLERSHIP 

IN MODERN MANAGEMENT 
A symposium written by twelve specialists. Traces 
the evolution and development of controllership 
in business and government. Tells how industry 
and educational irfstitutions can recruit and pre- 
pare the controller of the future. (1949) 


DEPRECIATION POLICY 

WHEN PRICE LEVELS CHANGE 
As a service to the business community, Control- 
lership Foundation assembled a compendium of 
the principal authoritative opinions, case histo- 
ries of company actions, and collections of infor- 
mation on this subject. (1948) 


WHAT PEOPLE WANT TO KNOW 

ABOUT YOUR COMPANY 
A public opinion study to find out what “run of 
the mine” stockholders, women investors, large 
investors, financial analysts, employes and labor 
unions want to know about your company. The 
report discusses why the different publics are dis- 
satisfied with financial reports and what to do 
about it. (1948) 


Out of Print: 

BUSINESS FORECASTING 
Detailed experiences of 38 companies which have 
found business forecasting an indispensable tool 
of management. (1950) 


EVALUATING MANAGERIAL AND 
SUPERVISORY JOBS IN THE 
CONTROLLER’S DEPARTMENT 
This study makes it possible for the controller to 
apply scientific principles of job evaluation to 
managerial positions in his department. (1949) 


CONTROLLERSHIP FOUNDATION, INC. 
1 East 42nd St., New York 17, N. Y. 











Presenting the NN] Oagf Dual-Action 
Comptometer 


One machine that gives you the advantages of two! 


Designed to be ‘‘split” in two—so your operator can calculate problems 
on one side—and accumulate results on the other! And yet it converts 
instantly into a full-keyboard Comptometer Adding-Calculating Machine. 


The only 2-in-1 machine with 
these exclusive features: 


TWO INDEPENDENT KEYBOARDS! 
—the new Dual-Action Comptometer 
can be split at any point into two 
completely independent registers! 


TWO SEPARATE ANSWER REGISTERS! 
—sub-totals can be cleared fromthe + — — 
= 
right half of the machine without eZ 
disturbing accumulated totals at left! 


TWO CANCELING LEVERS! 
—one for each register! 


REG. U. S. PAT. OFF, 


ADDING-CALCULATING MACHINES 


(electric and non-electric models) 


Made only by Felt & Tarrant Mfg. Co., and sold exclusively by its Comptometer 
Division, 1734 N. Paulina Street, Chicago 22, IMinois. Offices in all principal cities. FELT & TARRANT 


Now available in 
electric and 
PLUS non-electric models. 
—3-way Error Control— 
Direct Action—Floating Touch 
—Giant Answer Numerals— 
both answer dials at same eye level. 


If you'd like a FREE copy of the new Dual-Action Comptometer booklet, 
fill out the coupon below and mail to Felt & Tarrant Mfg. Co., 
1734 N. Paulina Street, Chicago 22, Illinois. 


Name 
firm Name. 
Address 


City__ 








Penny Elimination 


(Continued from page 164) 


Invoices are accumulated in the account- 
ing department for payment. No entries 
are made until the check is drawn except 
for invoices unpaid at the month-end 
which are recorded by a journal entry (and 
reversed in the following month). In 
voices from a single vendor are grouped 
for a single payment. Distribution of 
charges from each invoice are manually 
posted to a distribution sheet which its af- 
fixed to the group of invoices (if only one 
invoice is involved a distribution sheet is 
not needed or used ) 

Under penny-elimination the distribu- 
tion of charges shown on each invoice is 
made in round dollars with the require- 
ment that the total of distributions for each 
invoice be within a dollar of the exact 
amount. Distributions to the few general 
ledger accounts retaining pennies continuc 
to be made in exact amounts. (There are 
very few of these exact accounts and the 
employes quickly learned to distinguish 
them automatically.) After the distribu- 
tion amounts have been carried to the dis- 
tribution sheets, the total on these sheets 
is required to be within $2 of the exact 
amount for the underlying invoices. (The 
distribution sheet also contains in exact 
figures the total for the attached invoices, 
the total cash discount, and the exact net 
amount payable. ) 





At this point pennies have been elim- 
inated and the processing of the invoices 
for preparation of key-sort posting tickets 
and other operations are carried on with- 
out pennies except for drawing and re- 
cording of the check. The penny differ- 
ences are not indicated on each distribu- 
tion sheet. One additional control might 
be mentioned. Distribution sheets are 
machine processed in batches of approxi- 
mately 50 and a proof sheet is prepared 
for each batch. The total of distribution 
charges on this proof sheet is required to 
be within $5 of the exact amount or the 
underlying data must be checked back. 
The net total of the penny variances for 
each batch is entered at the bottom of the 
proof sheet. These are totaled at the con- 
clusion of the month’s work and one post- 
ing ticket is prepared for entry to the 
penny variance account. (In practice it has 
been found that variances seldom exceed 
the $5 limit or the $2 limit for individual 
distribution sheets mentioned above.) 

Journal entries are processed by the 
company in a manner similar to that fol- 
lowed for vendors’ invoices. All amounts 
are entered in the journal entry in even 
dollars (except as they affect those gen- 
eral ledger accounts carried in exact 
amounts). The last line of each journal 
entry voucher is designated for a balanc- 





ing entry to the Seay agence account. 
Distribution tickets are prepared for each 
debit and credit as in the case of vendors’ 
invoices, and are balanced and entered in 
batches of 50. Here too, the net of the 
penny variances is posted in a single 
amount at month-end. 

Pay roll distribution applications are 
equally simple and generally seem to be 
the source of the greatest proportional 
savings. The controller of a utility com- 
pany told me recently that time savings in 
this operation are running about 30% ; in 
another company, even greater time sav- 
ings have been reported. 

Most inventory records are easily 
adapted. Receipts, issues and balances can 
usually be recorded in dollars only with no 
effect on unit prices. In cases where a 
second set of inventory records is kept for 
LIFO, pennies are unnecessary except as 
to unit price. In fact, one company I know 
of keeps these records to the nearest 
$1,000. 

Accounts for accruals, deferred charges, 
fixed assets and depreciation were origi- 
nally established to record estimates and 
many companies already record these esti- 
mates to the nearest dollar. Take deprecia- 
tion as an example. In most companies, the 
monthly entry is rounded out and a final 
exact adjustment is made either in the 
twelfth month or in the month in which 
the asset becomes fully depreciated. In 
penny-less accounting this practice is 
carried one step further, and all deprecia- 
tion and fixed asset records are rounded 


out. 
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CALCULATING 


Did you know... that 22 per cent of our customers 
send work to us through the mails, and that assignments 


have come to us from as far as 2100 miles away? 


STATISTICAL 
TABULATING COMPANY 


ESTABLISHED 


1933 ° M. R, 





53 West Jackson Boulevard, Chicago 4, Illinois * HArrison 7-2700 

89 Broad Street, New York 4, New York * WHitehall 3-8383 
National Newark Building, Newark 2, New Jersey * MArket 3-7636 
411 North Tenth Street, St. Louis 1, 
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Perhaps, it is also worth while to men- 
tion a few tricks of the trade which have 
been developed. 

1. In the rounded figures, the two ci- 
phers or a dash representing the cents are 
never written. Perhaps this is axiomatic 
but it also illustrates the break which must 
be made from old work habits. 

2. In rounding out figures, it is cus- 
tomary to round those ending in 50¢ to 
the nearest even dollar amount; for ex- 
ample, $51.50 becomes $52, $52.50 also 
becomes $52. This gives full effect to the 
offset principle. 

3. There seems to be some differences 
of opinion as to where the penny variance 
account should be carried. One company 
carries it in the miscellaneous group under 
general and administrative expenses. An- 
other carries it under deferred charges and 
does not plan to write off the balance to 
profit and loss. This is probably the pre- 
ferred treatment since the amounts will 
always be small and the balance at one- 
year-end will often be offset in the follow- 
ing year. 

i. So that all year-end statements can 
be prepared in round dollars directly from 
the accounts, one company makes a final 
closing entry at the end of the year, elim- 
inating pennies from those accounts still 
carried in exact amount. This entry is then 
reversed in the first month of the follow- 
ing year. 


CONCLUSION 


In summary, then, cents-less accounting 
appears about as follows: It is neither a 
new nor even a revolutionary idea, but 
rather it is a common-sense approach to 
bookkeeping. By the same token, revolu- 
tionary results should not be expected 
from it in the sense that electronic ac- 
counting machines are likely to bring 
about major changes. 

It may or may not result in significant 
pay roll savings. But, almost without ex- 
ception, it will make the detailed account- 
ing work easier, and more important, it 
will remove much of the pressure from 
the month-end work peaks. In many com- 
panies, it will provide the means for pre- 
paring better operating statements at an 
earlier date. The march of inflation con- 
tinues to add justification for its use. In 
comparison with other systems revisions it 
is easy to install. 

Against these are the dangers of loss in 
control and problems of employe training 
and supervision. Certainly no installation 
should be started without careful thought 
and analysis. 

On balance, I believe its merits will in- 
variably outweigh the disadvantages. Beth- 


Keeping price lists and other data 
forms up to date on thousands of items; 
duplicating and distributing these forms 
quickly, is a big chore in any plant. 

Brown Instruments Division of Min- 
neapolis-Honeywell Regulator Com- 
pany, Philadelphia, Pa., pioneer and 
leader in industrial instrumentation, 
solved its copying problem with XeroX 
Copying Equipment hy making offset 
paper masters by xerography, the new, 
dry, electrostatic process. 


New price or data is Vari-Typed on 
o slip of paper 


3 Operator makes offset paper master 
* of complete pasted up revised form 
by xerography in less than 2 minutes 


MAIL THIS TODAY 





BROWN INSTRUMENTS DIVISION of Minneapolis-Honeywell 
+++ Saves 300 Fours Copying “Time a Mouth 
Preparing Paper Masters by XEROGRAPHY 


As shown in photos below this elimi- 
nates retyping all the information not 
requiring correction in forms. No proof- 
reading is necessary. A few or a thou- 
sand copies can be made from one 
master. 

According to E. Y. Kline, Manager of 
this operation, an average of two hours 
copying time per page is now saved by 
the xerography process. In addition, 
changed forms, such as price data 
sheets are speeded to salesmen and 


customers. 


TOR 


Vari-Typed new data is pasted on 
multilith copy, instead of original 


4 Offset paper master is placed on cyl- 
* inder of Multilith Duplicator and 
multiple copies start rolling off 


THE HALOID COMPANY 
52-165 Haloid St., Rochester 3, N. Y. 


Please send information and case his- 
tories showing how XeroX Copying Equip- 
ment saves time and money making offset 
paper masters for duplicating existing price 
lists, internal forms, engineering drawings, 
etc. 


NAME 


COMPANY 





THE HALOID COMPANY 
52-165 Haloid St., Rochester 3, N. Y. 
Branch Offices in Principal Cities 


lehem Steel, Dravo, Time and others have 
already made a lot of sense from cents-less 
accounting. I predict that many other com- 
panies will also adopt it within the next 
few years, and will be pleased with the 
change. 


ADDRESS 
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WANTED! 
CONTROLLER MAGAZINES 
AUG. ’51 * OCT. ’51 * NOV. '51 
JANUARY °52 + FEBRUARY ’52 


We're sold out again—on these is- 
sues! If you have an extra copy that 
you would part with after you read 
it, we'd welcome receiving it to en- 
able us to provide a complete year 
for those who may want a “back 
copy subscription” or to fill ‘single 
copy” orders. Thanks! Send to the 


CIRCULATION MANAGER 


The Controller 
1 East 42nd St., New York 17, N. Y. 
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Provides the last 


word in property 


control... 


@ American retrospec- 
tive appraisals establish 
unit property records 
with individual costs, 
depreciation reserves 
and provisions — 

Kept up to date, they 
are the last word in 


property control. 


The AMERICAN 
APPRAISAL 


Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 


























Summer Program in Business Administration 
Offered to Executives by Columbia University 
Harriman Campus—June 16 through July 26 


EAN PHILIP YOUNG of the Graduate 

School of Business at Columbia Uni- 
versity announced recently a special six- 
week program for executives who are be- 
ing prepared for higher administrative 
positions. This Executive Program in Busi- 
ness Administration is designed to furnish 
a kind of training not normally to be had 
in business operations or in standard uni- 
versity courses. It is limited to 50 men. 

The program is new in concept and ap- 
proach and should provide executives 
with the opportunity to acquire useful 
techniques for meeting administrative 
problems in their technical and human as- 
pects; to analyze problems from an organ- 
ization-wide rather than a departmental 
view; and to develop an understanding 
of the influences of today’s economic-po- 
litical-social environment on business and 
related organizations. 

The Executive Program in Business Ad- 
ministration will be held at Arden House 
on the Harriman Campus of Columbia 
University, 50 miles north of New York, 
from June 16 through July 26, 1952. 


THE SUBJECTS 

The program is divided into three parts: 
(A) the determination of business poli- 
cies; (B) internal administration; and 
(C) the impact of external forces on 
business leadership. 

Among the specific topics to be taken 
up under (A) are methods of policy de- 
termination in sales, production, purchas- 
ing, industrial and public relations, and 
finance. Emphasis will be on top manage- 
ment approach to such questions as: How 
can defense orders be fitted into present 
operations ? Are company policies adapted 
to shifts in the labor market ? Should in- 
vestment and public relations policies be 
revised in view of current tax regulations 


The Annual Institute on Federal Taxa- 
tion will be given in the city of Newark, 


| N. J., on April 3, 4 and 5, 1952, under 


the auspices of the Rutgers University 
School of Law. Cooperating in the project 
are the County and State Bar Associations, 
the New Jersey Society of Certified Public 
Accountants, the Life Insurance and Trust 
Council of New Jersey, the Association 
of Chartered Life Underwriters, and the 
National Association of Cost Accountants. 

Among the lecturers will be J. K. Las- 
ser, Jacob Rabkin, David Chase, Rene 
Wormser, Albert Mannheimer, Harry Sil- 
verson, Wilbur H. Friedman, Ewing Ever- 


and sound company policy in relation to 
its stockholders, employes, plant com- 
munities, and other interested groups ? 

Among the internal administration 
topics to be considered in (B) are or- 
ganization structure, the role of staff, 
coordination of activities, tools for control, 
selection and development of executive 
personnel, and internal communication. 
Main stress is on the techniques, tools, 
and approaches involved in program 
building, in organizing to execute the 
program, in achieving internal coordina- 
tion and control, and in securing coopera- 
tion. 

Included in the topics under (C) are: 
the major economic problems of rearma- 
ment such as inflation, taxation, govern- 
ment controls, and shortages of manpower 
and materials; the raw material position 
of the U. S.; the expanding role of gov- 
ernment in the conduct of American busi- 
ness; regional trends, such as the ex- 
pansion of industry from one region to 
another; U. S. foreign economic policies 
and programs, and the place of foreign 
trade and investments in the U. S. econ- 
omy. 

Most executives participating in the 
program will be sponsored by the com- 
pany or other organization by which they 
are employed. 


THE FACULTY COORDINATORS 

The director of the program is Schuyler 
D. Hoslett, associate professor of admin- 
istration in the Graduate School of Busi- 
ness at Columbia. Coordinators are John 
E. Orchard, professor of economic geog- 
raphy; William H. Newman, Bronfman 
Professor of Democratic Business Enter- 
prise; and Edward M. Barnet, an author- 
ity on marketing, all of the Graduate 
School of Business. 


‘Institute on Federal Taxation Plans 11th Session 


ett, David Beck, Jerome R. Miller and 
Sydney A. Gutkin. 

A Treasury Afternoon will be held at 
which will be present Fred S. Martin, 
Assistant Commissioner of Internal Rev- 
enue; Herman T. Reiling, Assistant Chief 
Counsel of the Bureau of Internal Rev- 
enue; Clifford W. Stowe, Head of the 
Technical Staff; and Meyer Rothwacks, 
Head of the Criminal Tax Section of 
the Department of Justice. 

Represented on the Planning Commit- 
tee are the presidents of the above-named 
associations under the chairmanship of 
Sydney A. Gutkin. 
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EASTERN CONTROLLERS CONFERENCE 
Three Days by the Sea! 


HOTEL BE 


PRE EY 


-CARTERE FT 


ASBURY PARK 


sponsored by the Newark Control of 


CONTROLLERS 


MR. FISHER MR. LASSER 


INSTITUTE OF AMERICA 


2 


MR. BRINK MR. SHREINER 


SCHEDULED SPEAKERS 


THEME: 
WHAT CAN BE DONE ABOUT EXECUTIVE COMPENSATION 
J. H. SHREINER, vice president, Towers, Perrin, Forster & 


Crosby, Inc., Philadelphia, will open this session on Monday 
morning with the premise that “Executives Need Pensions—Too.” 


AUSTIN M. FISHER, partner in the firm of Fisher & Rudge, 
Inc., New York, will be the second speaker at this session 
on “Profit Sharing and Other Executive Compensation Plans.” 


J. K. LASSER, third speaker at the same session, is senior 
partner, J. K. Lasser & Company, New York. His talk will out- 
line “Planning to Pay Deferred Compensation to Top Brass.” 


VICTOR Z. BRINK, assistant controller, Ford Motor Com- 
pany, Dearborn, Michigan, will address the Monday luncheon on 
the forward-looking subject of “Education for Controllership.” 


ae 7: 
7% 
DR. JONES MR. BLOUGH 
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SUNDAY—APRIL 20 


* 
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MONDAY—APRIL 21 


weronconcnantagrecsctr tts 


THEME: 
PLANS FOR FINANCING IN THE CHANGING ECONOMY 
MILTON CROSS, executive vice president, Harriman Ripley 


& Co., Inc., New York, opens the afternoon session on Monday 
with “Financing for Working Capital and for Capital Expansion.” 


LEONARD J. CALHOUN, partner, Harter & Calhoun, Washing- 
ton, D. C., shares this session speaking on “Government Handouts.” 


DR. LEWIS WEBSTER JONES, president of Rutgers University, 
New Brunswick, N. J., who will be the guest speaker at the 
Monday evening banquet—Crystal Terrace—has chosen as his 
subject, “Interdependence of Higher Education and Industry.” 


ROY BLOUGH, Council of Economic Advisors, Executive Office 


of the President, Washington, D. C., will discuss “Some Economic 
Problems of Mobilization” at the closing luncheon on Tuesday. 
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MR. CALHOUN MR. CROSS 


TUESDAY—APRIL 22 
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This Book 
should be sold... 


you can have it 
for nothing! 


UARCO'S ENCYCLOPEDIA 
OF BUSINESS FORMS 
FOR PURCHASING 


Every now and then business is 
offered a truly helpful book. This is one! 
It contains no advertising; only facts... 
thirty-eight pages about Purchasing 
Forms. Uarco breaks down your eight 
basic Purchasing Forms; Purchase Requi- 
sition, Request for Quotation, Purchase 
Order, etc., and tells you 


© what the form is ¢ why it is used ¢ who 
uses it © where it originates ¢ distribution of 
copies ¢ details of design . . . backing up 
each point with large, clear illustrations of 
the forms. 
This is the first book of its type available 
anywhere. Its only purpose is to tell you 
what you should know about Purchasing 
Forms. And it does just that! 


Uarco Offers You This 
important Book Free 
Asa businessman, you will want to under- 
stand the function, design and use of your 
business forms ... if you are to buy them 
intelligently; use them efficiently. You owe 
it to yourself, to 
pin this coupon to your letterhead 
and mail for your free copy, today! 


UARCO 


INCORPORATED 


Factories: Chicago; 
Cleveland; Oakland; 
Deep River, Connecticut; 
Watseka, Illinois—Sales 
Representatives in all 
principal cities. 


Business Forms 





UARCO INCORPORATED 

Room 1622, 141 W. Jackson Blvd. 

Chicago 4, Illinois 

Please send my copy of Uarco’s Encyclopedia 
of Business Forms dealing with Purchasing 
Forms. 


The Controller Looks at 
Defense Production 


(Continued from page 170) 


portunity accounting requires an evalua- 
tion of comparative advantages of alter- 
native courses of action which are present 
in a given situation. 

Defense contracts present problems of 
opportunity accounting. Before preparing 
a proposal on a defense project, the ac- 
countant should study the economic feasi- 
bility of the particular job for his plant. 
This requires more than merely determin- 
ing whether the job is profitable or not. 
The job may be profitable, but may re- 
quire so much of the floor space or other 
plant facilities as to make it impossible to 
earn the desired return on investment for 
the plant as a whole. Also, the type of job 
may be such, i.e., an assembly job, that 
the fixed burden absorbed per square foot 
of space used for the job is inadequate 
unless special methods of burden alloca- 
tion are used. Such special methods of 
burden allocation might be unacceptable 
to government auditors. One of our di- 
visions has made calculations of the 
amount of burden absorption and profit 
required per square foot in order to yield 
the required return on investment at its 
factory. This calculation is one of the fac- 
tors used in weighing the feasibility of 
any job from an economic standpoint, 
whether it be of a regular or defense na- 
ture. 

The controller should assume the re- 
sponsibility for developing techniques for 
measuring the economic attractiveness of 
opportunities for the utilization of plant 
capacity in a defense economy. Such op- 
portunities are manifold and the account- 
ant should be on the alert to keep manage- 
ment accurately informed as to the results 
which might be expected from the accept- 
ance of defense proposals, running a de- 
partment full time ie a part of the year 
as against running it at partial capacity 
for the full year, etc. 


CONSERVATION OF MATERIALS 
Normally the decision as to whether to 
salvage and rework spoiled material is de- 
termined by comparing the cost of new 
material against the cost of salvage and 
rework. Today, however, with govern- 
ment restrictions on the use of material 
in effect, the scrapping of material may 
mean the elimination of some end pro- 
duction as the scrapped material may not 
be replaceable. The accountant must weigh 
the cost of salvage and rework, not only 
against the new material cost, but also 
against the opportunity for profit and bur- 
den absorption which would result from 
the use of the salvaged material to in- 
crease the volume of end products. 


SUBSTITUTION OF MATERIALS 

I shall cite a very recent experience of 
another of our divisions illustrating how 
an accounting report influenced top man- 
agement in a decision which will result 
in a substantial cost reduction and addi- 
tional income to the company. 

It has become apparent that during the 
fiscal year 1952, we shall be unable to pro- 
cure steel in the quantities required to 
make the products that can be sold. In 
view of this, we have attempted to sub- 
stitute other materials for steel which are 
in adequate supply and not controlled by 
limitation orders. We have extensive fa- 
cilities for producing malleable castings, 
and these are made from materials which 
we can obtain in adequate quantities. We 
find that certain parts now made from 
steel can be made from malleable iron and 
would be as satisfactory, but are more 
costly, which governed the decision to 
make the part from steel in the first place. 
However, under the present circumstances, 
we could produce a larger quantity of 
goods and use our foundry facilities to 
greater advantage, which would result in 
overhead being spread over greater pro- 
duction, as well as give us profits on a 
greater number of units. It was found that 
this would more than offset the added cost 
of manufacturing the part involved. The 
profits factors, made up of added profit 
due to more units produced, reduction of 
factory overhead through absorption on 
a greater output, and reduction in foundry 
cost were found to be five times the in- 
creased costs of malleable parts over steel 
parts. This resulted in greater net income 
to the company, as well as a saving of 
2,140 tons of steel and an increased pro- 
duction of 9,000 additional moldboard 
plows. Other substitutions have raised 
this saving to 5,200 tons of steel per 
annum. 


EFFECT OF SCHEDULE CHANGES 

Some of the factors that we have dis- 
covered through reports submitted on an- 
ticipated schedule changes in production 
with respect to our newer plants apply to 
defense production changes as well and 
should be considered in the over-all pic- 
ture before acceptance decisions are made 
on defense contracts. 

Manpower, of course, must be reas- 
signed in accordance with seniority pro- 
visions of labor contracts, and until men 
become equally skilled on the new jobs, 
efficiency suffers. Labor allowances, re- 
work, tool breakage and scrapping tend 
to increase during the period of adjust- 
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ment to the new schedule. This is particu- 
larly true in new plants where the service 
of employes is relatively short. After a 
number of such changes, longer service 
employes tend to become skilled on sev- 
eral jobs and they can be shifted from one 
to another with a minimum of excess cost. 

Usually the primary objective of studies 
made of schedule changes is to delineate 
their impact on what may be termed the 
profit potential. Reduced volume in units 
produced and in dollar value thereof 
would, at first thought, indicate decreased 
profits because of the burden distribution 
effect. However, if a schedule change is 
one involving a combination of more than 
one product, or more than one model of 
the same kind of product, it becomes evi- 
dent that a decrease in the production of 
less profitable items and a concurrent in- 
crease in the more profitable ones may 
result in greater over-all profits even 
though the total production volume be cut 
back. In other words, certain combinations 
tend to maximize the profit potentials 
while others do not. 

This does not imply that a single factory 
should operate solely to maximize its own 
profits. To do so in the case of a factory 
that manufactures collaterals for other 
plants or defense items can conceivable 
jeopardize the end production of the re- 


ceiving plants and result in vital losses to 
the company. Rather such a factory should 
stand ready to produce unprofitable or low 
profit items, when needed by other plants, 
if such items cannot be obtained more 
advantageously elsewhere in a quality and 
quantity required by over-all production. 

Problems such as these are intricate and 
difficult. The facts necessary for their so- 
lution can be developed adequately only 
by intensive study and competent report- 
ing by cost accountants. 

I believe these few examples illustrate 
that a complete analysis of a problem may 
result in a conclusion not clearly apparent 
when it is first contemplated. I also be- 
lieve it is evident that the controller's de- 
partment, if it is to fulfill completely its 
own inherent functions, should be quali- 
fied to contribute information that is es- 
sential to management decisions that lead 
to profits. In this manner business may con- 
tinue to function as a successful enterprise 
and to expand in scope for the future. This 
principal objective of profit realization 
creates an essential need for accounting 
services in practically all phases of the op- 
eration of business. Therein certainly lies 
a great field of opportunity to be of help 
to our companies, to our management as- 
sociates, and to ourselves. 


Self-examination being salutary, we offer Mr. Jarchow’s short but searching 


CONTROLLERSHIP QUIZ 


1. Are we sufficiently inquisitive and imaginative to de- 
tect a problem that may not be clearly apparent? 


2. Are we inherently conservative and well-balanced to 
the degree that will lend reasonableness to any assumptions 
we must make to fully adapt figures to the problem? 


3. Are we sufficiently independent and objective to pre- 
cent full disclosures and unbiased recommendations? 


4. Do we possess that degree of fairness and integrity that 
will refuse to adapt facts merely to support a known popu- 
lar view; and that will refuse to suppress facts that support a 


different view? 


5. Do we possess sufficient 


personal knou led ge Of coni- 


pany practices to enable us with facility to assemble, analyze. 


and interpret facts mt olved? 


6. Do we have the ability to distinguish between what 1 
important and what is not important? 


7. Are we sticklers for com 


leteness? 


8. Can we express ourselves clearly? 
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Did you say— 


You know that nothing can compete with 
high-speed punched card machines for ac- 
counting or statistical tabulations—hat 
perhaps you cannot justify their full time 


' 
USE 


We can save you money since you pay only 
for the actual time these machines are 
working for you. Best of all, you get your 


reports on time every time. 


Why not review your tabulating problems 


with # 


Recording & Statistical 
Corporation 


Chicago * Boston * Detroit 


Montreal * Toronto 


100 Sixth Avenue, New York 13, N. Y 
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Tax Law Fostering Executive Stock Plans 


The ‘‘restricted option” provision of the 


Federal Tax Law has greatly stimulated the 
growth of executive stock option plans, 
according to the National Industrial Con- 


ference Board. While the compensation of 


executives has been rising, the study notes, 
real take-home pay has been decreasing. 
There are two reasons for this: First, high 
taxes; second, reduced buying power be- 
cause of inflation. 

The actual dollars-and-cents compensa- 
tion earned by the executive, the study con- 
tinues, Ccases in Many instances to be much 


> 
FORMS 
DESIGN 


MACHINE 


of an incentive. This decline in financial 
incentive poses a serious problem to many 
companies. They are consequently trying 
to provide executives with some kind of 
compensation or extra benefits which either 
will not be subject to tax at the present 
high rate, or will not be taxed at all. Some 
of the measures which are being used are 
bonus plans, deferred profit-sharing, con- 
tracts providing for the sepa of speci- 
fied income over a period of years or after 
retirement, liberal expense allowances and 
other privileges, such as extended vacations 


RULES FORMS AND LEADER LINES AND COMPOSES TYPE AT THE SAME TIME 


BY THE MANUFACTURERS OF Vari-Typer 


VERTICAL LINES DOTTED LINES 


Hots 
tities 
soe 


DASH LINES AND TYPE, TOO 





Just bold the bution down and 
the DS] will rule, dasb, or dot a 
tine to the exact length required. 


@ If you've ever paid anengraving bill for forms... here’s a 
SAVINGS that will astound you. If you've ever struggled to 
tule up a form by hand for litho... here’s a SIMPLICITY that 
will amaze you. If you've ever had to put up with indifferent 
and amateurish results in forms reproduction...here’s a 
“FINISH” you can't tell from a wax-plate job. The COXHEAD 
FORMS DESIGN MACHINE will not only rule up your forms 
and leader lines but will give you typography, too... clean 
professional typography (such as you are now reading) with 
instantly changeable faces in all styles and sizes. You 
“‘type-in’’ the reading matter while you rule the form. 


FOR ANY TYPE OF FORM... 


No matter bow complex { 
or bow simple your forms \ 
design may be the DSJ \ 
will do it, accurately and 
professionally. The job 

you unroll fromthe Forms 
Design Machine is ready 

for any repro met bod 


Cee eee eee eee eee ee eeeeeeeeeeeeeeeeees 


RALPH C. COXHEAD CORP. 
720 Frelinghuysen Avenue, Newark 5, N. J 


Please send me Vari-typer Booklet #A60 
NAME 
COMPANY 


ADDRESS city STATE 
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and sick leaves, periodic free physical ex- 
aminations, and the like. 

The Board's study deals chiefly with ex- 
ecutive stock option plans developed in 
accordance with the provisions of the 1950 
Federal Tax Law and analyzes 86 of these 
executive stock option plans (and five ex- 


| ecutive stock purchase plans) that have 
| been adopted since September 1950. From 


statistics gathered from other sources, it is 


| believed that this survey includes a large 


proportion of plans adopted from Septem- 
ber 1950 to June 1, 1951. 

Relatively few of the cooperating com- 
panies—about one in four—evaluated 


| their executive stock ownership program. 


The reasons for this are: (1) the plan has 
been in operation for a short time; (2) the 
options cannot be exercised for some time ; 
and (3) for a number of inactive or dis- 
continued plans, the cooperator had no 
first-hand knowledge of experience. 

From the company’s standpoint, the ad- 
vantages of an executive stock ownership 
plan which were most frequently men- 


| tioned are: (1) increased executive interest 
in the growth and profitableness of the en- 


terprise; and (2) the retention of experi- 
enced and valuable executives. 

From the executive's standpoint, the out- 
standing advantage of the plan is held to 


| be that it affords him the opportunity to 


acquire company stock on favorable terms. 
Less than one fourth of the cooperating 
companies mention the plan specifically as 
a means of providing extra compensation. 
The three factors chiefly responsible for 


| unsatisfactory experience with earlier ex- 


ecutive stock option plans are: (1) a drop 
in the stock market below the option price; 
(2) the previous BIR regulation, which 


| has been changed by the new law; and (3) 


high personal income taxes which make it 
difficult to accumulate funds for exercis- 


| ing the option. 


Balanced Production 


In the modern American economy a 
balanced program for the production of 
capital goods must meet three general con- 
ditions, according to a Twentieth Century 
Fund study: 

First, the amount of capital goods pro- 
duced should not take so large a share of 


| the total national output that the general 


standard of living would be lowered; 

Second, expenditures for capital goods, 
combined with other current uses for 
money savings, should take place at about 
the same rate at which money savings ac- 
cumulate ; and 

Third, capital goods should be pro- 
duced in the order of our requirements 
for them so that the most pressing require- 


| ments would be met first. 
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todays business 
depends upon 
yesterday's records 


Here’s how you can get 
valuable extra protection, 
unexpected savings... with 


low-cost Recordak 
microfilming 


You'll be able to put your large, 

unwieldy record accumulations 

on compact rolls of film which 

can’t be altered without detec- 

tion... which require only 2%, or less, of the present 
storage space. [magine—as many as 7,000 letter-size 
documents on a roll that’s no larger than your palm! 
And each tiny image—100% accurate and complete 
when you view it in a Recordak Film Reader. 

This tremendous ‘“‘de-bulking” makes it possible 
for you to vault-store all of your vital records—not 
just a “file-full”; makes it possible, too, for you to 
send complete sets of duplicate film records to any 
destination—quickly, conveniently. 

The cost of “playing it safe’’ with Recordak ‘micro- 
filming is often far less than the amount now repre 
sented in unnecessary floor space and filing equipment. 
For, today, you can order a Recordak Microfilmer— 
just right for your requirements—on a surprisingly 
low-cost purchase or rental basis . . . and record your 
documents for a fraction of a cent apiece. 

Get complete details on Recordak microfilming— 
now increasing protection and simplifying routines in 
65 different types of business . . . thousands of con- 
cerns. Write Recordak Corporation (Subsidiary of 

Eastman Kodak Company), 444 Mad- 
ison Avenue, New York 22, N. Y. 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming—and 
its application to accounting routines 


“Recordak”’ is a trade-mark 














THE NEW SOCIETY* 


By Peter Drucker 


Reviewed by STANLEY W. DUHIG 
Chairman of the Board 

Southern Clays, Inc. 

New York 


Here is a thoughtful and thought-pro- 
voking book by one who has made his mark 
in his treatises on economics on ‘The 
Concept of the Corporation’’ and on polit- 
ical topics. In this present effort, which 
he has subtitled ““The Anatomy of Indus- 
trial Order,” he shows a first-hand knowl- 
edge of management and labor problems, 
he sets them out clearly and attempts to 
point the way toward an ideal solution, 


although at the same time not being 
“smart” and saying “this is the only 
answer.” 

During the past year there has been 
sweeping over the Western World a con- 
sciousness of the fact that we—not the 
Marxists—are engineering a revolution. 
The social one we hear so much about has 
been revealing its fallacies and is exposing 
itself for what it is—terror and aggression 
masked by the “Big Lie.” 

As the New York Times recently 
pointed out, the revolution which Drucker 
describes “springs from a new institution, 
the giant industrial enterprise. It does not 
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New WSB Policy Announced on 


PENSION PLANS 


The Wage Stabilization Board will now permit the in- 
stallation of new pension and profit sharing plans, or 
the extension and improvement of existing programs, 
subject to certain specifications. Our staff is well quali- 
fied to integrate your planning with the requirements 
of the new regulations. We act as impartial consultants 
on a fee basis for all types of pension and profit sharing 
plans, whether self-administered, trusteed or insured. 
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merely overturn governments. It creates a 
new kind of society.” Drucker attempts 
to picture this society and offer some solu- 
tions for its problems. His view is not 
so broad nor his argument so profound 
as Erwin D. Canham’s pamphlet, ‘The 
Authentic Revolution” which came out last 
year, dealing with the moral and spiritual 
side of world problems. 

Drucker’s text is: In today’s system it 
is the organization rather than the individ- 
ual which is productive, and mass produc- 
tion is the revolutionary fact of our times 
He makes a good case for this—if one 
grants that industrial and political effects 
are the ultimate in our experience. 

He points out that social prestige and 
power no longer attach to a man’s work 
but to his part in the organized effort. Be- 
ing divorced from individual effort and 
being made a cog in the industrial ma- 
chine, man must never be allowed to be- 
come a victim of industrial depression. 
Even the threat of unemployment can, in 
these new times, be a inane social 
shock. 

The preventive measures, according to 
Drucker, do not imply abandonment of 
laissez faire; not restrictive measures (he 
says) but positive official economic ac- 
tion. This raises the political question: 
What government, even a dictatorship, can 
afford to take real anti-inflationary action 
and stay in office? Until we have that other 
moral and spiritual revolution it seems im- 
possible to find skillful, wise, selfless lead- 
ers as architects of a Free Industrial Soci- 
ety. The British Labor Party has attempted 
to serve up a working model for the world, 
but it seems they really made a hash of it. 

The “Industrial Enterprise” is a phe- 
nomenon which we do not yet really un- 
derstand. The owners do not really manage 
it, and it performs similarly under Capital- 
ism, Socialism, Fascism or Communism. 
Drucker believes it should be built on the 
beliefs and values of a free society and be 
neither swallowed up by nor be dependent 
upon a central government. 

The Party and the Army are by and of 
the State, but Industrial Enterprise is an 
organ of Society, not of the State. 

The book deals with enterprise as a 
whole, embodying (a) economic, (b) 
governmental and (c) social responsibili- 
ties. The current production of the enter- 
prise must provide for: 


1. Current cost of doing business ; 

2. Cost of staying in business; 

3. Contribution to society, in future 
cost of less successful enterprises; and 

4. Share in the social burden of non- 
economic services. Demands of economic 
performance which society makes on the 
enterprise are identical with the demand of 
the enterprise's self-interest—the avoid- 
ance of loss. 


* Published by Harper & Brothers, New 
York. $5.00 


THE CONTROLLER * APRIL, 1952 








Drucker goes into great detail on the 
labor side of this thesis and the method of 
handling the labor problem. He sees that 
wage rates have now got to the stage where 
the “break-even point” is at a level many 
private enterprises can’t hope to maintain. 
Hence, they will surely have mass lay-offs 
sooner or later. Yet no labor leader could 


afford to admit that wages can ever come | 
down. For that matter, no political party 


could, either. 
What Drucker is reaching for is differ- 


ent from “‘Capitalism” and also different | 


from ‘‘Socialism.”’ His claim is that an in- 
dustrial society is beyond Capitalism and 
Socialism; that it is a New Society tran- 


scending both. For this the time is ripe, he | 
pleads, for courageous and imaginative | 


leadership, for which we cannot afford to 
wait very much longer. 


AN ACCOUNTING TECHNIQUE 


FOR REPORTING FINANCIAL | 


TRANSACTIONS* 
By R. K. Mautz 


It is the viewpoint of the author of this 


special bulletin issued by the University 


of Illinois that among the most promising | 


areas in which the potential usefulness of 


accounting can be increased is that of re- | 


porting, the art of presenting factual data 


about a specific business enterprise to in- | 
terested parties. Mr. Mautz, who is an | 
Associate Professor of Accountancy at the | 


University of Illinois, advocates in this 
bulletin the development of additional 


accounting reports to present data not now | 
given adequate emphasis and development | 


in accepted accounting statements. Spe- 
cifically the author attempts to develop a 
theory and a procedure for reporting finan- 
cial, as opposed to income-directed, trans- 
actions. He endeavors to point out that: 


1. Present accounting reports do not 


give adequate attention to the important 
subject of enterprise financing. 


2. Through a study of financial trans- | 


actions, a useful means of reporting finan- 
cial activity can be developed. 

3. Other areas of enterprise operations 
likewise require investigation and the de- 
velopment of reporting techniques. 


The author concludes that “if the use- 
fulness of accounting service can be in- 
creased by expanding the field of report- 
ing, both accounting and society will be 
well served.”’ 

In the development of his views the 
author discusses the coverage of present ac- 
counting reports, the nature of financial 


transactions, special problems in reporting | 
financial transactions, report preparation, | 


and the usefulness and implications of 
the report of financial transactions. 


* Published by the University of Illinois, 


Urbana, Illinois. Single copy—tfree; 50 cents | 
each for next two copies ; 25 cents each for more | 


than three copies 
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“MR. BOTT, DON’T BLAME ME! IT’S THE SYSTEM” 


This employer of the gay nineties is impatient with his bookkeeping 
methods. He wants monthly reports of his business and because they are 
slow in reaching his desk, he is taking it out on his employee. 


PITY THE MAN... 

The poor bookkeeper is trying to explain that it all takes time. . . that 
another man could work no faster, could do no more in ten hours than 
he does . . . that the system is slow. 


In those days, bills were all figured mentally and written in ink. Entries 
were made by hand in bound journals and ledgers, and every figure had 
to be double checked for accuracy. 


Invoices for merchandise purchased, bank statements, freight bills — all 
were many days late in arriving, because other offices followed the same 
slow procedures. 


How different for Mr. Bott, had he lived today. He would have enjoyed 
rapid mechanical accounting methods, with Tarco efficiency forms in 
Tarco flexible-chain post binders. He would know the status of his busi- 
ness not every month or every week, but every day. 


If you are not familiar with the Tarco line, send for illustrated catalog 
listing 240 different forms, also binders and other auditing aids. Then — 
should you require special forms, we custom-print them to your exact 
specifications. 

Write for Catalog F-1 today. 


TALLMAN) ROBBINS & CO. 


Tarco Better Business Forms, Binders and Co-ordinated Filing Equipment since 1912 
320 W. Superior St., Chicago 10, Illinois 
New Yerk + Kansas City + Indianapolis + Tulsa > Witchite + Washington 





Consult your Public 
Accountant about 
the best Forms for 
your Business. 



























A practical, efficient folding ma- 
chine for offices, this PB model can 
be used by anybody after a few min- 
. avoids peak pe- 
riod delays and overtime, saves hours 
of manual folding, or the expense of 
having folding done outside . . . pays 


utes instruction . . 


for itself quickly. 

Fully automatic, high speed . . . 
takes all routine forms from 3x3 14 to 
11x24 inches . . . makes eight basic 
folds . . . will put two parallel folds in 
an 8!x11 inch letter size at 10,000 
per hour . . . Feeds and delivers from 





Measure first fold wanted on 


upper light ruler, second fold on 
lower dark ruler 


Set dials for size of folds wanted 
setting pointer on light dial for 
first fold, dark dial for second. 


Leading makers of mailing machines 


Single Fold 
Standard Foid 


Double Fold 


THREE of the machine's 
* eight basic folds 


the same end, saving operator effort 
and working space. 

Easily adjustable . . . handy dials 
set this folder for paper thickness 
and position of folds . . . ready for a 
new job in a minute. Only 36 inches 
long, 1814 wide, 2014 high, can be 
easily stored when not in use. 

Precision built by Pitney-Bowes, 
world’s largest maker of postage 
meters, and backed by nation-wide 
service from 93 offices in U. S. and 
Canada. Call the nearest PB office for 
information or send coupon below. 


PITNEY-BOWES, Inc., 3029 Pacific St.,Stamford,Conn 


Send | 


Name 


Firm 





Address 


free illustrated booklet on Folding Machine to: 


Material is fed and removed 
from the same end of compact 
machine, saves effort and space 


. Offices in 93 cities. 


Pitney-Bowes’ fast, low-cost 


| Office Folding Machine 


... 80 simple in operation 
anybody can use it! 





HOW TO FILE AND INDEX* 


By Bertha M. Weeks 


Reviewed by BETTY LAWRENCE 
Member of the Secretarial Staff 
Controllers Institute 

This revised edition of a book which 
has been widely circulated for the past 
fourteen years, should be read not only 
by secretaries, stenographers and _stu- 
dents, but most of all by those directing 
clerical operations in offices. 

The author is Director of Record 
Controls, Inc., Chicago, and is a recog- 
nized expert on filing and records man- 
agement. She states that this book is a 
distillation of her many years of varied 
experience in studying the records prob- 
lems of all types of businesses, in reor- 
ganizing records systems and in the 
training of filing personnel. 

The book explains completely, and sim- 
ply, the fundamental principles which are 
are the key to all filing problems. 

Every filing system must naturally be 
tailormade to the individual business, if 
it is to function properly. Miss Weeks’ 
last five chapters cover thoroughly the 
important details of practical applica- 
tion to several specific businesses: en- 
gineering firm, advertising agency, ac- 
countant’s office, filing in a hospital and 
a lawyer's office. 

Of particular interest is the chapter 
on “Transfer and Final Disposition of 
Records.” The author explains in detail 
the process of photographing records, 
called ‘‘microphotography,” furnishes a 
summary of the legal requirements on 
records preservation and also gives a 
tabulation of the practices followed by 
leading companies. 

Other chapters which will be help- 
ful include: “Rules for Alphabeting,” 
(since many liberties are taken with the 
alphabet, this chapter furnishes excel- 
lent rules for standardizing files) and 
“Follow-Up Systems,” which explains 
two systems for this very important “‘re- 
minder file.”’ 

There are many illustrations and ex- 
amples to help in developing filing 
methods and procedures that will work 
most effectively. 

* Published by The Ronald Press Company, 
New York. $4.00 


OTHER BOOK ENTRIES 


How TO COMPUTE THE CAPEHART PRICE 
CEILINGS FOR MANUFACTURERS. Busi- 
ness Re ports, Inc., 225 West 34th Si. 
New York. $5.00. 


FINANCIAL INFORMATION NEEDED IN 

TODAY'S MOBILIZATION ECONOMY. 
Institute of Accountants, 
York. $1.00. i 


American 
Neu 


CREDIT MANUAL OF COMMERCIAL LAWS, 
1952. National Association of Credit 
Men, New York. $10.00. 
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ane yp: 7 paper forms / | 


To bring this bit of steel wire from the iron mines to your desk required 6577* paper forms; 

37 per cent of industry’s time is spent in paperwork, analysts say. Probably much the same is true 
in your business. Still, there is a tendency to hunt in the factory for economies and 

speed-ups, letting paperwork “‘just grow’’—overlooking a tremendous opportunity to make 
payroll and plant investment far more productive 


SLUMS PAPET WOT... 





Paperwork can be a clogging, costly thing—or with DITTO One-Writing Systems 


it can be a production tool which cuts out expensive delay and error, releases employees 
for creative work, coordinates and speeds action throughout your entire operation. 


ican industry dipends on 
4,0 one-wniling systems 








In these days of defense pressure and heavy 
paperwork, large companies and small declare 
that their DITTO systems, machines and 
supplies are more than ever essential for their peak 
efficiency. Today's greatest economies and 
betterments are to be found in paperwork. 


Ask for specific data showing how the DITTO 
Payroll, Production, Order-Billing, Purchasing and 
other systems definitely streamline your 
paperwork and bring benefits all down the line. 


No obligation, just write. 
The new DITTO 0-45, 
one of the DITTO 
Systems Machines *Estimated 


DITTO, Incorporated, 2239 W. Harrison Street, Chicago 12, Illinois 
Serving You From 255 Cities in the United States and Canada 


T. M. Reg. U. S. Pet. OF 














Cummins Multiple Marking 
can give you 20 to I savings 





IN TIME AND SALARIES 


20 at VS one at 
a time a tine 


Biggest Opportunity for cost 
reduction in 99°/o of all offices 


If yours is an office without a Cummins Perforator 
you are wasting hours every day. 

Wherever you use a hand stamp for validating, 
approving, dating, receipting, numbering, coding 
or canceling you can do the job in one-twentieth 
the time with Cummins multiple marking!* 

Cummins holes-you-can-read mark 20 papers ata 
time—up to 20,000 an hour—with no effort, no skips, 
no smearing —in permanent, unchangeable clarity. 
Eliminates re-use and repayment of invoices and 
purchase orders—whether accidental or intentional. 

Among Cummins 107 models is a multiple- 
marking Perforator made to fit your business. Get 
the facts today. 
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MAPI Accounting Manual 


Issued in Revised Edition 


Because new accounting and financial 
problems have grown at an accelerated 
pace in the past decade or two, the role of 
the corporate financial officer has been con- 
tinually growing. Increasingly the financial 
officer has added to his zones of interest 
such important matters as the preservation 


of economic income, pension plans, wage 


and hour and other governmental regula- 
tions, special contract accounting, product 
price redetermination and renegotiation, 
etc. 

With that background, the Machinery 
& Allied Products Institute has issued this 
revised edition of its accounting manual,* 
first issued in 1944. In this revision and 
extension of the previous publication, the 
MAPI Accounting Council under the 
chairmanship of Dundas Peacock, control- 
ler of Elliott Company, Jeanette, Pennsyl- 
vania, has played a major part. Serving 
with Mr. Peacock on the sub-committee on 
Manual Revision of the MAPI Accounting 
Council were C. E. Headlee, controller, 
Westinghouse Electric Corporation, Pitts- 
burgh; Alexander Konkle, partner, Wil- 
liam Kelly & Company, Chicago; T. D. 
Lyons, works comptroller, Allis Chalmers 
Manufacturing Company, Milwaukee; E. 
E. McConnell, controller, Norton Com- 
pany, Worcester, Mass.; W. A. Neumann, 
vice president, DeLaval Steam Turbine 
Company, Trenton, N. J.; James D. 
Vaughan, comptroller, American Locomo- 
tive Company, Schenectady, New York; 
George D. Ellis, vice president and con- 
troller, Combustion Engineering-Super- 
heater, Inc., New York; and George L. 
Todd, vice president and controller, the 
Bullard Company, Bridgeport, Conn. 

The contents of the manual are divided 
into ten sections in addition to a bibliogra- 
phy and index. The following listing of 
the ten sections indicates the broad scope 
of the manual: 

Classification and Description of Ac- 
counts; Financial Statements and Reports ; 
Property, Plant and Equipment; Manufac- 
turing Cost; Sales Engineering and Ad- 
ministrative Expenses; Pensions; Internal 
Control and Auditing; Cost Estimating 
and Its Uses; Profit Planning and Budget- 
ing; Recognition of Changing Value of 
Dollar. 

The result of three years of work by ex- 
ecutives in capital goods and industrial 
equipment industries, with the benefit of 
professional consultation, this manual was 
planned for effective use by senior corpora- 
tion executives without a technical ac- 
counting background as well as financial 
officers in industry, accountants and ac- 
counting students. 


* Published by The Machinery and Allied 
Products Institute, 120 South LaSalle St., Chi- 
cago, Ill. $15.00. 
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Firms’ Assistance to 
School Welfare Lauded 


Corporations were commended for their 
interest and participation in affairs of the 
public schools by Roy E. Larson, chairman 
of the National Citizens Commission for 


the Public Schools, at a recent conference | 
sponsored by New York University and | 


the New York Chapter, Public Relations 
Society of America, of which Paul Haase, 
Assistant Managing Director of Control- 
lers Institute, served as president during 
1951. 

Mr. Larson, president of Time, Inc., 
said the greatest enemy of the schools in 
the recent past had been apathy, but re- 
ported that enemy was “‘on the run,’ and 


that interest in their problems was defi | 


nitely incfasing. 

Mr. Larson explained that support for 
the schools ultimately must be obtained at 
the local level, and described for his audi- 
ence of public relations men the role of 
his organization as that of ‘‘getting over 


to people generally the need of doing | 


something about the problem.” 

Spruille Braden, chairman of the New 
York City Anti-Crime Committee, urged 
that corporations and business men make 
known instances of attempted extortion, 
but said that too often reporting these mat- 
ters to the authorities had resulted unfor- 
tunately for business men, and recom- 
mended that committees be formed by en- 
tire industries to consider the best means 
of combating the threats of gangsters. 

Ralph S. Trigg, deputy administrator of 
the Defense Production Administration 
asked for industry's assistance in helping 
to temper the desire of industrial and other 
pressure groups who seek critical mate- 
rials with a prudent understanding of what 
is going on. The nation must sacrifice some 
of the things that make life pleasant and 
easier today in order that defense needs 
can be met now, with hope of obtaining 
an increase in civilian production a year or 
two from now, he said. 


Coats Off, Sleeves Up! 

Men employed in offices have caught 
up with women employes and can now 
work in comfort during the warm weather 
according to the recent Office Customs 
Survey published by the National Office 
Management Association. With the ad- 
vent of warm weather, women have for 
years been able to dress quite comfortably, 
but men have often suffered from an over- 
load of clothing. The results of NOMA’s 
survey show that this situation has almost 
passed away ; over 75% of the responding 
companies allow male employes to remove 
their coats at any time; over 13% allow 
their men to remove their coats only in 
warm weather; over 58% allow sports 
shirts. 
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ew COPYFLEX system 
saves Tax Return time! 


The revolutionary new BRUNING 
CopyFLEX TAX RETURN SYSTEM 
saves hours... eyen days...in pre- 
paring returns. 

Your “worksheet” can be your 
tax return and, within minutes, you 
can get all the error-proof, low- 
cost, exact copies you need without 
any typing or proofreading. 

Tax authorities of bank and ac- 
counting groups worked with 
Bruning in devising this new time- 
and trouble-saving system of pre- 
paring corporation, fiduciary, indi- 
vidual, excess profits, and many other 
tax returns. Leading banks and ac- 


counting firms already are using 
the COPYFLEX Tax Return System 
and enjoying its economies. 

Why hire special, costly statistical 
typists for tax work when you need 
no typing at all with COPYFLEX? 
Save this expense ... and speed pro- 
duction of completed returns and 
copies as well. 

Get the full story. Mail the coupon. 


BRUNING 


Specialists in copying since 1897 


T ——— — CHARLES BRUNING CO., INC. — " 


Dept. R 42 


COPYFLEX “50” is easy to op- 
erate, handles large volume of 
tox return copies fast 


Teterboro, N. J. 


Please give me full details on how to speed tax work vie the Bruning 
Copyfiex Tax Return System. 











Determining Sales Territory Profits 


— VOLUME FIGURES alone are not 
adequate for measuring the perform- 
ance of individual sales territories because 
they give no indication as to whether a 
territory has produced a profit, according 
to a research study, ‘The Assignment of 
Nonmanufacturing Costs to Territories 
and Other Segments,” issued by the Na- 
tional Association of Cost Accountants. In 
addition to an adequate sales volume, the 
report declares, expenses must be kept 
within proper limits for the volume and 
characteristics of a territory. To determine 
these limits, cost and profit margin data 
are needed for individual sales territories, 
it was pointed out, so that management 
may decide in which geographical areas its 
products can be sold to best advantage. 
The principal objectives which prompt 
progressive company Managements to ana- 
lyze their nonmanufacturing costs by ter- 
ritories, as revealed by the N. A. C. A. 


study, are as follows: 


1. To determine profitability of each geo- 
graphical unit in the company’s mar- 
keting area. In this case, manufacturing 
costs and sales must also be analyzed 
by territories. 


Ne 


. To estimate the effect which a proposed 
change in territorial operations can be 
expected to have on operations. 

3. To measure the effectiveness with 

which management in charge of an in- 

dividual territory is doing its work. 


The study of periodic territorial margin 
statements often suggests changes in terri- 
torial organization or operating methods, 
the survey points out. These statements 
then serve as a starting point in a special 
study made to estimate the effect which a 
proposed change will have on territorial 
costs and profits. 

Among the actions taken by the com- 
panies interviewed by N. A. C. A. based 
upon the results of such studies, are (1) 
increase or decrease in intensity of sales 
coverage, (2) changes in intensity and 
type of advertising, (3) use of selective 
selling and variable pricing, (4) reorgani- 
zation of territorial boundaries and (5) 
testing of alternative methods for covering 
a territory. 

In making decisions with respect to 
closing territories which show little or no 
net profit, the report states that there may 
be reason to consider the effect which a re- 
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duction in over-all sales volume will have 
on manufacturing costs. When sales vol- 
ume from a territory exceeds the amount 
of expense saveable by closing the terri- 
tory, it was pointed out, this territory con- 
tributes to over-all company profits by ab- 
sorbing fixed manufacturing costs. 

In addition to the analysis of nonmanu- 
facturing costs by products and by terri- 
tories, the N.A.C.A. survey reveals that 
analyses may be made to ascertain costs 
and profitability of customer classes, meth- 
ods of delivery, orders of different size and 
any other units of significance in the com- 
pany’s marketing program. These analyses 
often point up observed differences in 
product or territorial profitability, though 
only a few of the companies interviewed 
had made any of the additional analyses 
of nonmanufacturing costs. 

Studies of customer profitability have 
been used by some of the interviewed com- 
panies for (1) determining how sales ef- 
fort should be apportioned among differ- 
ent customers or classes of customers, (2) 
deciding whether or not an individual ac- 
count should continue to be solicited, (3) 
establishing price differentials based upon 
differences in marketing costs nt pe 
serve various classes of customers and (4) 
helping to explain profit or loss shown on 
specific products or territories. 

The — report completes a related 
series of three dealing with the assignment 
of nonmanufacturing costs for managerial 
decisions. The study began with the thesis 
that some products, territories and cus- 
tomers are more profitable than others and 
that management is better able to make de- 
cisions with respect to segments of a busi- 
ness when it knows what contribution each 
segment makes to over-all profits. Devel- 
opment of such information, it was shown, 
requires assignment of nonmanufacturing 
costs to units dealt with in planning a 
company’s operations. 

Practice of the 70 companies inter- 
viewed shows that products and sales terri- 
tories are the principal classes of segments 
for which costs are wanted by manage- 
ment. 

A trend toward costs which are more 
useful to management was evident in the 
experience of the companies studied by 
N.A.C.A. The course followed in devel- 
oping information about nonmanufactur- 
ing costs has, however, not been the same 
in all companies and some have reached a 
more advanced stage than others. 

A substantial number of companies 
group all nonmanufacturing costs into a 
few broad classes and allocate them on the 
basis of sales volume or factory costs of 
goods sold. The resulting segment costs 
are averages which tend to obscure the 
very differences which management needs 
to know. 

On the other hand, the study disclosed 
a comparatively limited number of com- 
panies which had progressed well beyond 
the majority in methods for analyzing 
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nonmanufacturing costs. The principal 
features of methods followed by this 
group are: 


1, Through coding and classification, | 
costs are charged directly to products, ter- | 


ritories and other segments wherever 
practicable. 
2. Methods used in allocating indirect 


costs have been carefully studied to elim- | 


inate arbitrariness, with functions defined 
in such a way that each includes only like 
activities. This makes it easier to find a 


basis for cost allocation which is demon- | 
strably related to the costs being allocated. | 


3. Allocations of order-getting costs 


follow effort expended rather than actual | 
results obtained. This leads to use of | 


budgeted sales or budgeted distribution of 
salesmen’s time in place of actual sales or 


actual time as bases for allocating related | 


costs. 


differences between costs and income mar- 


gins are sufficient to guide decisions in- | 


volving choice between alternatives. 


Recent experience of companies inter- 
viewed in the N.A.C.A. we appears to 
show that analyses of nonmanufacturing 
costs can be distinctly helpful in directing 


activities into the most desirable channels | 


and in developing a properly balanced 
price structure. That application of such 
analyses is not limited to large organiza- 
tions was illustrated by their use in one 
company having annual gross sales of only 
$2,500,000. 

The advantages of these analyses are 
several, the study declares. In the first 
place, routine reporting is avoided unless 
management has a genuine need for peri- 
odic reports. Second, the basic data cover- 
ing sales and costs are flexibly classified 
and recorded in a form which facilitates 
analysis by special study when specific 
problems arise. Third, ry a of con- 
tribution margins is often found adequate 
in evaluating the relative desirability or 
performance of segments and this avoids 
allocation of these joint costs which are 
not a factor in decisions at issue. 

The value which the resulting informa- 
tion has to management seems to be the 
final test of any program of cost analysis, 
the study concludes. 


‘I'm a busy man, Higgins. Suppose you 
make a list of the cute things your baby 
said and leave it on my desk” 
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i. Recognition is given to the fact that 








GEARED FOR ACTION... 


Guaranty Trust Company, with a nation-wide, 
world-wide correspondent network, can provide every 
facility that your business may require. 

This broad range of service includes domestic, foreign, 
fiduciary, portfolio and many other functions. In addition, 
Guaranty Trust Company acts as registrar and 

transfer agent for corporate securities, as trustee of bond 


issues and pension trusts, and in numerous related capacities. 
‘These and other extensive services are 
yours when you make full use of our banking facilities. 
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Standard Time Data for 


Clerical Performance Standards 


(Continued from page 169) 


Within the range of the camera is placed 
a special electric clock known as a “wink 
counter,’” which measures time as finely as 
one two-thousandth of a minute. Thus, 
when the picture is studied in slow mo- 
tion, it becomes possible to accumulate 
much more refined data than can be ob- 
tained through stop-watch time study. 
Each minute motion can be measured in- 
stead of each element, and the resulting 
data have a much wider applicability in 
the synthetic construction of standards. 
This is evident in Exhibit V, which is a 
“still” from one of our research films. 

The micromotion method was used by 
our Research Staff in the development of 
our ‘Manual of Standard Time Data for 
the Office,” and its use is continued in our 
regular investigation of office devices. De- 
spite its greater accuracy, it is not war- 
ranted for the average industrial company 
because of its cost and time-consuming na- 
ture. It is warranted in our case because its 
expense has been supported by the many 
clients that we have served by making the 
manual available to them 


WHY “ENGINEERED” 
PERFORMANCE STANDARDS? 

The question most pertinent to office 
work measurement today is—Why “engi- 


neered’ performance standards? There-- 


EXHIBIT VI 





EXHIBIT V 


Still from motion picture filming of the 
subject operator at her workplace during 
micromotion study using a “wink counter” 


has been an unfortunate tendency for those 
embarking on a measurement program to 
tend toward developing ‘“‘yardsticks’’ 
through mere statistical averaging of cleri- 
cal output over a period of time. A recent 
magazine article contained the following 
statement: 


“Except in those cases in which a basis 
for an incentive wage is sought, time 
studies are not generally recommended for 
office and clerical work, because of the 
expense involved and the resistance of 
clerical workers... . For the purposes of 


COMPARISON OF PERFORMANCE AVERAGE UNIT 


TIMES WITH ENGINEERED STANDARD UNIT TIMES 
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initiating a program of clerical work meas- 
urement, the development and use of sta- 
tistical reports of work performed offer the 
simplest, least costly and most effective 
method.” 

This viewpoint reflects the very crude 
practices that led Taylor into his time 
study investigations in the first place. This 
is supported by one of our recent studies 
of an office that had been functioning un- 
der such statistical “‘yardsticks’” for a 
period of years. Exhibit VI shows the com- 
parison, for each of nine functions, be- 
tween unit times determined from per- 
formances averages and the standards 
established in accordance with accepted 
industrial engineering practices. In each 
instance, the engineered standard is ap- 
proximately half of the averaged “‘yard- 
stick” —even though the portion of the 
ween showing the best performances was 
used in determining the latter statistically. 
It cannot be stated that this condition 
would exist to the same extent in all offices 
measured through performance averages. 
Nevertheless, if the source data are noth- 
ing more than employe output records, the 
approach involves the averaging of per- 
formance statistics—regardless of the care 
used. Production records are historical 
records—not analytical records. They 
show what was actually produced, but 
they are not very helpful as a guide to what 
reasonably should be produced. In effect, 
they set a goal which the office force 
should not fall below—rather than one 
which it can and should attain. The path 
to economical and dependable clerical per- 
formance measurement lies with engi- 
neered standard time data. 


CONCLUSION 


Various units of measurement exist, and 
the precision of each varies with the value 
of the substance, or factor, to be measured. 
Radium is measured in grams, but coal is 
measured in tons. 

Productive human time is one of the 
most important factors in our economy to- 
day—even though it is frequently squan- 
dered through failure to recognize this 
simple fact effectively. The pressure of 
the Defense Program will make this condi- 
tion more critical as manpower is needed 
for a wider variety of necessary tasks. Of- 
fice work is essential in the distribution of 
goods and services—-and in the control of 
operations. Nevertheless, in general, it 
adds little of direct value to the manufac- 
tured goods which are the fluid wealth of a 
nation in war and peace. Nonproductive 
workers must always be supported in one 
way or another by the producing people of 
an economy, and their number must be 
minimized to the point of need if the wel- 
fare of the commonwealth is to be con- 
sidered. Let us use the precise measure- 
ment tools of Scientific Management in 
measuring the precious asset of our coun- 
try—the work of its people. 
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in MANAGEMENT AND LABOR are seeking the best 


method of solving the retirement problem. A real 
measure of financial security is the goal, but there is 
no standard method for achieving this goal. The great 
variation in earnings and working conditions in 
companies and trades create the need for different 
approaches to the common problem. 

Our Pension Trust Division has acquired a unique 
experience in developing all types of pension systems 
for a great number of trades and businesses. This ex- 
perience can be invaluable in working out a pension 
plan to fit the income and employee benefit require- 
ments of your company. We shall be glad to discuss 
with you any pension problem you may have, including 


pension costs. No obligation whatever. 


Write or call the 
PENSION TRUST DIVISION, 
The National City Bank of New York 


and 


WE ACT AS TRUSTEE UNDER 
PENSION AND PROFIT-SHAR- 
ING PLANS AND AS AGENT 


City Bank Farmers Trust C 
wc. danaweniak. raneriee. ity Bank Farmers Trust Company. 


isk for our Pension Booklet C4. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
HEAD OFFICE; 22 WILLIAM STREET, NEW YORK 
Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 








Senator Capehart’s Address Highlights 
Midwestern Conference Program 


A gala array of timely subjects and authoritative speakers is 
being planned for the 1952 Midwestern Conference of Control- 
lers Institute, being sponsored by the Cincinnati Control on May 
25-27 at the Netherland Plaza Hotel. 

Senator Homer E. Capehart of Indiana has accepted the invita- 
tion to address the Conference Banquet on Monday evening. 
Senator Capehart will announce his subject at a later date. 

In addition, the Conference, which will open with social ac- 
tivities on Sunday afternoon, has planned a series of technical 
sessions on Monday morning and Monday afternoon, as well as 
Tuesday morning, with the Conference scheduled to close fol- 
lowing a boat trip along the Ohio River for members and wives, 
which includes luncheon aboard. 

The subjects for the Monday morning technical session will be 
a review of the economic situation and, in addition, a presentation 
on the subject of Salary Stabilization. The speaker on the latter 
subject will be a member of the Salary Stabilization Board, while 
Dr. Frank B. Ward, dean of the College of Business Administra- 
tion of the University of Tennessee, will be the opening speaker 
that morning 

Following luncheon on Monday there will be two presenta- 
tions on the afternoon program. The first will be an analytical 


presentation of business and corporate organization, presently 
titled “Organization: Friend or Foe?” 

A panel discussion, featuring three speakers on the timely sub- 
ject of Renegotiation will comprise the second half of the program. 

On Tuesday morning the Committee has scheduled a combi- 
nation breakfast and technical session at which General K. C 
Royall, formerly Under-Secretary of War, will be the speaker. 

With the Southern Conference of Controllers Institute re- 
cently concluded (Dallas, March 28-29), it appears timely to 
take a look behind the scenes as to how a conference is devel- 
oped. In the three photographs below, taken at recent sessions in 
Cincinnati, when plans were being developed for the Midwest- 
ern Conference, you will note that, after the dinner was con- 
cluded, those present tackled Conference plans in true shirtsleeve 
fashion. 

Similar sessions have been held in the past few months to 
make plans for the 1952 Eastern Conference of Controllers In- 
stitute, which will be held in Asbury Park, N. J., April 20-22 
(see page 177 of this issue) under the sponsorship of the New- 
ark Control and for the Pacific Coast Conference, sponsored by 
the San Francisco Control, to be held at the St. Francis Hotel in 
San Francisco on May 8-10. (See page 195 of this issue.) 
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Behind the scenes: CINCINNATI] CONTROLLERS PLANNING KING-SIZE REGIONAL CONFERENCE IN THE QUEEN CITY 
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CINCINNATI * 


LEFT TOP 
Chairmen of Midwestern Conference Committees huddle for 
a review of plans and discussions of coordination of the Com- 
mittee’s activities with General Chairman Howard F. Kidd 
(fourth from left) and Rudolph W. Sandburg (on his right), 
president of Cincinnati Control of Controllers Institute. 


LOWER LEFT 
Finance Committee Chairman Bob Johnson explains the fi- 
nancial “facts of life’ to meeting of Cincinnati Control 
members planning the Midwestern Conference, May 25-27. 
LOWER RIGHT 
Lisle Adkins, Chairman of the Publicity Committee (right) 


outlines the publicity and promotional campaign for events 
to take place at the forthcoming Regional Conference. 


MAY 25-27, 1952 


THE CONTROLLER * APRIL, 1952 





Annual Reports 
Advertising Grows 


A further increase in the use of annual 
report advertising by industrial corpora- 
tions is indicated this year as more busi- 
ness Managements strive to show the pub- 
lic how increasing taxes have reduced 
1951 profits available for dividends, Wes- 
ton Smith, executive vice president of 
Financial World recently told the Adver- 
tising Club of Springfield, Mass. 

Advertisements in newspapers and fi- 
nancial magazines, offering copies of an- 
nual reports to all readers, have become 
the most effective form of industrial in- 
stitutional advertising, he said, because the 
impact of the advertisements can be di- 
rectly measured by the nuipber of requests 
for copies of reports. 

It has been the experience of many in- 
dustrial managements, who have sched- 
uled annual report advertising, that a per- 
centage running as high as 15 per cent of 
those inquiring for reports are converted 
into becoming registered shareholders of 
the company, said Mr. Smith. 

He pointed out that because of SEC re- 
strictions it is impossible for any company 
with shares available to the public to 
promote investor interest in its securities, 
but annual report advertising provides one 
ethical means of placing modernized an- 
nual reports in the hands of all investors 
who are interested and will then be en- 
couraged to become stockholders. 


U. S. Tax Methods 
Hit by Cordiner 


Methods under which the tax burden 
is now being imposed by government on 
the people were sharply criticized re- 
cently by Ralph J. Cordiner, president 
of General Electric Co. 


In a quarterly letter to stockholders, | 


Mr. Cordiner asserted that the increas- 
ing tendency of government to pass on 


to industry the unpopular task of tax | 


collection makes better political head- 
lines than it does economic logic. 

“Political leaders imply that an ‘im- 
personal’ tax on corporations hurts no 
one and that the payments are ‘absorbed’ 
by industry itself,” he commented. ‘In 
actual practice, the idea that taxes can 
come from a corporate entity rather than 
from flesh and blood individuals is a 
fallacy.” 

It remains for American enterprises 
and for those who own such enterprises, 
he declared, to oppose this trend and to 
insist that our spending and taxing pro- 
grams take into account the need to en- 
courage the savings and investment es- 
sential to the future growth of the entire 
economy. 
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It’s easier... 
with a TICKOMETER! 


Counting anything is easier with a Tickometer . . . cards, tickets, 
sales slips, coupons, forms, currency, checks! 

And faster—eight to ten times faster than experienced manual 
counters! The Tickometer handles from 500 to 1,000 items per 
minute . . . automatically and accurately records part or full counts 
on easy-to-read registers . . . optionally imprints, endorses, or 
cancels as well as counts. Saves clerical time in hundreds of offices, 
banks and other business establishments, small as well as large. 

Anybody can use the Tickometer. Rented, never sold, it requires 
no investment . . . Serviced from all PB’s 93 offices. Ask for a 


demonstration . . . or send coupon for free illustrated brochure. 


PITNEY-BOWES 


TICKOMETER 


Counting & Imprinting Machine 


PITNEY-BOWES, Inc. , 3091 Pacific St 
Please send (1 ted Tickometer booklet to 
Name 
Firm 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


HENRY C. ROEMER (#204-1933) was 
recently named president of Federal Tele- 
phone & Radio 
Corp., manufac- 
turing associate 
of International 
Telephone & 

Telegraph 

Corp., ¢ lifton, 

N. J. 
A director and 
vice president of 
Federal Tele- 
phone since 
1940, Mr. Roe 

mer was ap 

pointed executive vice president in Sep- 
tember 1950. As president he succeeds 
GEN. WILLIAM H. Harrison, who will 
remain only as president of I.T. & T. 

Mr. Roemer joined the I.T. & T. system 
in 1927 in the parent company’s comptrol- 
ler’s department. He became chief ac- 
countant in 1930 and assistant comptroller 
in 1932. For five years he was in charge of 
accounting and finance for I.T. & T. man- 
ufacturing associates in Britain and Eu- 
rope. He was elected a director of I.T. & T. 
in 1943, a vice president in 1944, and 
comptroller two years later. Mr. Roemer 
is vice president and a director of several 
I.T. & T. subsidiaries and also is on the 
board of Telefonos de Mexico, S. A. 


MR. ROEMER 


C. W. MILLIGAN has been elected vice 
president of Universal-Rundle Corpora- 
tion, New Castle, Pa. For the last three 
years Mr, Milligan has served as a man- 
agement consultant. Prior to entering the 
management consulting field, he was vice 
president of the Solar Aircraft Company 
and general manager of their Des Moines, 
Iowa, plant. 

Mr. Milligan will be in charge of finan- 
cial and purchasing activities, as well as 
coordination of all company policies, prac- 
tices and procedures. 


CHRISTIAN E, JARCHOW (#568-1935), 
vice president and comptroller of the In- 
ternational Harvester Company, Chicago, 
Ill., was recently elected an executive vice 
president. Mr. Jarchow, who has had 38 
years of service with International Har- 
vester, will continue as comptroller of the 
company and in addition will give execu- 
tive direction to the Supply and Inventory, 
Purchasing and Traffic functions of the or- 
ganization. 


CLARENCE H. HARPER (#1090-1937), 
vice president and treasurer of Graflex, 
Inc., Rochester, N. Y., has been elected 
executive vice president while EveretT P. 
HALL (#2880-1944), vice president and 
controller, has been named vice president 
and treasurer to succeed him. 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your June issue, we should be notified of your new address 
before May 1. Be sure to include your postal zone as well 


as your old and new address. 
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James F. TOoLe (#3493-1945) has 
been named vice president and treasurer 
of the Sperry 
Gyroscope Com- 
pany Division of 
the Sperry Cor- 
poration, Great 
Neck, New 
York. Mr. Toole, 
treasurer and 
comptroller of 
the company 
since 1949, 
joined the Sperry 
Corporation in 
1937 and trans- 
ferred to the Sperry Gyroscope Division 
in 1941. Mr. Toole is currently serving on 
the Advisory Panel of the National Com- 
mittee on Government Procurement Poli- 
cies of Controllers Institute of America. 


MR. TOOLE 


FReD J. HARTMAN has been appointed 
assistant controller of the Gabriel Com- 
pany, Cleveland, Ohio. Mr. Hartman has 
been associated with Gabriel for the past 
nine years, most recently serving as chief 
accountant. 


GEORGE J. SPRINGER (#3897-1947), 
treasurer of Katz and Besthoff, Ltd., New 
Orleans, has been appointed a deputy di- 
rector of the New Orleans office of Civil 
Defense. Mr. Springer will be in charge 
of the Civil Defense Protective Division. 
For more than a year he has been serving 
as chief New Orleans civil defense warden, 
the same position he held with the World 
War II Civilian Defense organization. Mr. 
Springer is a vice president of the New 
Orleans Control of Controllers Institute. 


PauL A. HILTON, formerly controller 
and assistant general manager of Crosley 
Distributing Corp. of New York, has been 
named controller of Audio & Video Prod- 
ucts Corp. 


FRANK R. MasTON has joined Diebold, 
Incorporated, of Canton, Ohio, as con- 
troller. Mr. Mas- 
ton had been 
serving as con- 
troller of the 
Cooper Tire & 
Rubber Com- 
pany of Findlay, 
Ohio. Previously 
he was associated 
with the Mag- 
navox Co. and 
with Manning, 
Maxwell and 
Moore, Inc. He 
is a graduate of the University of Illinois 
where he received a degree in business ad- 
ministration. 


MR. MASTON 


FRANKLIN H. KISSNER was recently 
elected controller of Lever Brothers Co., 
New York. He has been vice president of 
Burlington Mills Corporation. 





C. J. KUSHELL, JR. (#1739-1940), di- 
rector of finance of the Port of New York 
Authority, was the author of an article en- 
titled “Organization of the Financial De- 
partment to Get Maximum Help to Man- 
agement in Decision Making’ in the 
March 1952 issue of the Journal of Ac- 
countancy. Mr. Kushell is a national di- 
rector of Controllers Institute and cur- 
rently president of the New York City 
Control. 


FRANK K. BILLETT (#3945-1947), 
treasurer of the Toledo Scale Company, 
Toledo, and a past president of the Toledo 
Control of Controllers Institute, recently 
addressed a meeting of the Merrimack 
Valley Chapter of the National Associa- 
tion of Cost Accountants on the subject 
Control Your Costs by Weight.’” Mr. 
Billett is a past national director of NACA. 
During, the meeting Mr. Billett also pre- 
sented a film illustrating his subject. 


Davin F. DevINE (#3527-1945), comp- 
troller of the Bell Aircraft Corporation, 
Buffalo, N. Y., 
resigned from 
that position on 
April 1 to as- 
sume his office as 
vice president of 
the Arma Corpo- 
ration, Brooklyn, 
N. Y. He will be 
in charge of the 
financial division 
of Arma, which 
is a wholly 
owned subsidiary 
of the American Bosch Corporation of 
Springfield, Mass. 

Prior to joining Bell in 1942 as internal 
auditor, Mr. Devine had 15 years’ experi- 
ence in the accounting field with Miller, 
Donaldson and Company, certified public 
accountants. He was appointed comptrol- 
ler of Bell in 1945. He served as president 
of the Buffalo Control of Controllers In- 
stitute, 1949-1950, and is a member of 
the American Institute of Accountants, the 
New York State Society of Certified Pub- 
lic Accountants. 


MR. DEVINE 


Harry G. Puipps (#4984-1950), re- 
gional comptroller, United States Plywood 
Corp., Seattle, Wash., is now secretary 
controller of Rhodes of Seattle. 


D. L. MaRcetr (#2778-1943) has 
joined the Great Lakes Carbon Corpora- 
tion, Los Angeles, Calif., as executive as- 
sistant to the vice president and general 
manager, Dicalite and Perlite Divisions. 
He was formerly with the Bonneville 
Power Administration, Portland, Oregon, 
as assistant administrator. 


WENDELL A. Dory, formerly assistant 
comptroller of the Rust Engineering Com- 
pany, Pittsburgh, Pa., has been named 
comptroller. 
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Jon YOUR BUSINESS Ze! 


EIGHT CLIENTS WHO SAVED 10% TO 37% ANNUALLY 
because of a Jamison Insurance Survey and Audit 


Cement Manufacturer $ 16,040 17% 
Public Utility Company 22,000 10% 
Chain Store Company 148,000 19% 
Drug Manufacturer 9.413 37% 
Abrasives Manufacturer 15,272 10% 
‘Textile Manufacturer 83,223 33% 
Exporter 20,118 16% 
Corn Products Manufacturer — 14,102 12% 


$328,068 20% 


Arrangements may be made for our representative to discuss your Com 
pany’s need of an Insurance Survey and Audit—of course without ob- 
ligation 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
111 FULTON STREET, NEW YORK 38 














What are the Advantages of 


THE NATURAL BUSINESS YEAR? 


You will find the answers to this question in an informative 


article from a recent issue of The Journal of Accountaney. 
Because many company executives, bankers and accountants 
have shown an interest in this plan to avoid the “log-jam” of 


December 31 closings, we have prepared reprints of the article. 


If you would like a copy. please write 


Pandick Press, Ine 


Fstablished 1923 
22 THAMES STREET, NEW YORK 6, N. Y. 
Printers of ANNUAL Reports © Brocuures ¢© PROSPECTUSES 
REGISTRATION STATEMENTS © PRoxy STATEMENTS 
and all related documents 








HENRY G. PICKEN, comptroller, Ja- 
maica Savings Bank, New York, was tre- 
cently elected a trustee. Mr. Picken joined 
the bank as a clerk in 1927 and in 1948, 
became assistant to the president. He is 
secretary and formerly was treasurer of the 
Auditors and Comptrollers Forum of the 
State of New York and chairman of the 
auditing committee of the Savings Bank 
Life Insurance Council. 


NorBert F. HuBer (#4549-1949), 
comptroller, M. Wile & Company, Buf- 
falo, N. Y., was recently elected a vice 
president. Mr. Huber has been with the 
company since 1946. He was previously 
with Curtiss-Wright and is currently vice 
president of the Buffalo Control of Con- 
trollers Institute of America. 


JOHN C. NayLor (#589-1935), ex- 
ecutive vice president and secretary-treas- 
urer of Pet Milk 
Company, St. 

Louis, was re- 

cently elected a 

member of the 

board of direc- 

tors of First Na- 

tional Bank in St. 

Louis. Mr. Nay- 

lor is vice presi- 

dent and a direc- 

tor of the Gen- : 

eral Milk Co., MR. NAYLOR 

Los Angeles, 

Calif.; a director of the Sego Milk Prod- 
ucts Co., Salt Lake City, Utah; and of the 
Pet Dairy Products Co., Johnson City, 
Tenn. He is a past president of Controllers 
Institute of America (1943-44) and a trus- 
tee of the Nutrition Foundation, New 
York. He is also a director of the Webster 
Groves Chapter of the American Red 
Cross, a past director of the Webster 
Groves YMCA and a director of the St. 
Louis County Chamber of Commerce. 


J. F. LANE (#699-1936), formerly vice 
president and controller of the J. O. Stoll 
Company, Chicago, Illinois, is now afhli- 
ated with L. J. Sheridan & Co., Chicago, as 
secretary and controller. 


Frep H. Tscuirct (#4754-1949) has 
joined Johnston Testers, Inc., Houston, 
Texas. He was formerly secretary-treasurer 
of Oil Center Tool Company, Houston. 


S. C. TRIMBLE (#4443-1948), control- 
ler of Continental Carbon Co., Amarillo, 
Texas, has transferred to the Witco Chemi- 
cal Company, New York, as controller. 


ARTHUR S. ALBRIGHT (#2633-1943), 
treasurer of the Detroit Edison Company 
since 1949, has been elected vice president 
of the company. Mr. Albright joined the 
Detroit Edison Company in 1912 as an 
engineer in the statistical department after 
his graduation from Ohio State Univer- 
sity with a degree in electrical engineer- 
ing. He served as superintendent of meters 
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and acting chief of research before his ap- 
pointment as controller in 1943. He is a 
fellow of the American Institute of Electri- 
cal Engineers, a charter member of the De- 
troit Engineering Society, and has served 
as treasurer and a director of the Detroit 
Better Business Bureau. 

Mr. Albright is a director of the Detroit 
Control of Controllers Institute and is 
serving as chairman of the Business Show 
Committee of the 1952 Annual Meeting 
of Controllers Institute to be held in De 
troit, October 5-8. 





Obituary 





Leslie K. Curry, 52, vice president in 
charge of operations of Mercantile Trust 
Co., St. Louis, Mo., died of a heart at- 
tack on February 25, 1952 while attending 
a meeting of executive officers of some 20 
banks at Palm Springs, Calif. 

Mr. Curry, before becoming associated 
with Mercantile Trust Co. in 1935, had 
been chief examiner and assistant to the 
president of the Federal Land Bank of St. 
Louis for two years. He began his banking 
career as a clerk in the National Bank of 
Kirksville, Mo., in 1924 and was assistant 
cashier of that institution from 1926 until 
he came to St. Louis in 1933. 

During 1949-50, Mr. Curry served as 
president of the Missouri Bankers Asso- 
ciation. He was a member of the faculty 
of the Graduate School of Banking of 
Rutgers University. He held membership 
certificate #5339-1951 in Controllers In- 
stitute of America. 


Deane S. Hazen (#760-1936), presi- 
dent of the High Standard Manufacturing 
Corporation, Hamden, Conn., died on 
March 8, 1952 at St. Raphael’s Hospital, 
New Haven, Conn., following a cerebral 
hemorrhage. He was 59. 

Mr. Hazen was a charter member of the 
Chicago Control of Controllers Institute 
in which Control he served as secretary. 
At the time of his death he was a member 
of the Bridgeport Control. 

He was vice president and controller of 
the Benjamin Electric Mfg. Co., Des 
Plaines, Illinois from 1935 to 1945 and 
vice president and treasurer of the U.S. 
Slicing Machine Company, La Porte, In- 
diana from 1945 to 1949. He was engaged 
in management consultant work prior to 
joining the High Standard Manufacturing 
Corporation in 1950. He had announced 
plans to leave his post at High Standard 
late in March to resume management con- 
sulting work. 


Harry Remer, 58, retired executive of 
S. Silberman & Sons, Chicago, Illinois, 
died on February 14, 1952 in Los Angeles, 
Calif. Mr. Remer was a member of Con- 
trollers Institute from 1942 to 1947 hold- 
ing certificate #2356, 
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It's hard to prevent these from happening... 


... but your insurance agent 


can save you from the consequences ! 


Your American Surety agent has a 
single policy that reimburses you 
for loss of money and securities due 
to Dishonesty, Destruction or Dis- 
appearance...on or off your prem- 
ises. And, he can fit this “3—D” 
Policy to the exact needs of your 


business. 


For the best in protection 


call your American Surety Agent. 


Maumee aanemesmame: (OI)ER NY 


100 Broadway, New York 5, N. Y. 
FIDELITY - SURETY - CASUALTY - INLAND MARINE - ACCOUNTANTS LIABILITY 
AVIATION INSURANCE THROUGH UNITED STATES AVIATION UNDERWRITERS. INC. 














ADVERTISEMENT 





GUIDEBOOK ON RENEGOTIATION OF 
GOVERNMENT CONTRACTS AVAILABLE 


Knowing how to set up records in an- 
ticipation of renegotiation assumes real 
importance as new regulations are issued 
by the Renegotiation Board. 

The practitioner concerned with con- 
tract renegotiation—with the Renegotia- 
tion Laws generally, what they cover, and 
what to do if one is subject to them—will 
want BNA’s ‘‘Renegotiation of Govern- 
ment Contracts.” 

Written by Hudson B. Cox, Los Angeles 
attorney and fortner General Counsel of 
the Navy Department, this working man- 
ual provides practitioners with a knowl- 
edge of the renegotiation statutes and 
regulations and Renegotiation Board prac- 
tices. Further, it tells how to prepare 
forms, anticipate forthcoming action, and 
what steps to take in the interests of the 
contractor. It contains an analysis as well 
as the text of the 1951 and 1948 Acts and 
new Regulations. 

Here also is information on segregation 
and allocation of income and costs, ex- 
emptions, procedure, and much other im- 
portant data. 

Published by The Bureau of National 
Affairs, Inc., -1237-24th Street, N.W., 
Washington 5, D. C., copies are available 
now at $11.75 each. You may obtain the 
Guidebook on 10-day approval so as to 
determine its usefulness before making 
payment 


Civil Defense Rule: Protect People First 


PATHY is the chief enemy of early 
A planning for protection of personnel 
in wartime, European industrialists told 
the National Industrial Conference Board. 
To overcome it, companies must take ac- 
tive leadership, rather than wait for direc- 
tions from official quarters. 

“Protect your people first’’ is the recom- 
mendation of European industrialists and 
civil defense authorities. Good manage- 
ment-employe relations, it was reported, is 
the backbone of an effective plant ARP 
(air raid precautions) organization. 

Company employe welfare programs in 
Europe po A pe the following ac- 
tivities: providing ample air-raid warning 
and safe shelter; providing information 
on local conditions and sources of aid after 
a raid; billeting and feeding of bombed- 
out personnel ; helping to repair damaged 
homes; giving financial assistance; pro- 
viding medical aid, laundry facilities, 
drinking water and other services to fami- 
lies of workers; tae transportation 
to and from work when public transpor- 
tation failed. 


PLANNING AND ORGANIZATION 
Planning for air-raid protection, Euro- 
peans warn, must be begun in peacetime 
and be well on the way to completion be- 
fore bombs fall. This planning should be 
integrated with a company’s peacetime 
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program of safety, employe relations, and 
disaster control. Companies, they say, 
should strive for as much self-sufficiency 
as possible, but should make arrangements 
for mutual aid with adjoining companies 
and municipal groups. 

The ARP services found necessary by 
British and German companies were: Con- 
trol center staff, spotters, wardens, first- 
aid and rescue teams, fire watchers and 
fighters, decontamination crews, works 
police or home guard, key men, and bomb 
disposal squads. 

European industrialists recommend ex- 
tensive training and test exercises to re- 
move faults from civil defense organiza- 
tions and methods. Drills reduce later 
panic and confusion as people learn to do 
the right thing impulsively. 


SHELTER PROTECTION 


European experience in World War II 
proved the value of shelter protection even 
if shelters were not complete protection 
from a direct hit. 

Experience in World War II dictates 
that shelters be located as near the place of 
work as possible—they are no good if 
there isn’t time to reach them. 

European authorities recommend that 
each company analyze its own circum- 
stances thoroughly before starting a shel- 
ter construction program. Special study 
should be given to: the strengthening of 
existing buildings to provide shelter areas ; 
the number of people that have to be shel- 
tered, including visitors and passing pe- 
destrians; the kinds of structures in the 
plant area and their physical arrangement ; 
and local factors such as special fire haz- 
ards, and the sub-soil water level. 

Sitting in shelters during air-raid alerts, 
the Europeans point out, can hurt war pro- 
duction as much as enemy bombs. In 
Britain, for example, the use of company 
spotting and warning systems and the lo- 
cation of shelters near the place of work 
greatly reduced lost time. 

Most European companies had peace- 
time medical services for their employes. 
In the main, they had only to increase staff 
and facilities to take care of the enlarged 
wartime load. Many built underground or 
bunker hospitals and first-aid stations. 
First-aid posts and supplies were dis- 
persed, so that if one station was hit or 
blocked by rubble or fire, others would be 
available. 


RECOMMENDATIONS: 


A few of the many recommendations 
made by European company executives 
and civil defense authorities for setting up 
civil defense organizations in this coun- 
try are: 
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For Both Plant and Community 

Plan early and in detail—it is too late 
to do much when bombs are falling. 

Build a nucleus peacetime organization 
ready to expand overnight in time of emer- 
gency. 

Prepare for maximum damage and cas- 
ualties. 

Have a well-trained messenger group. 

Antiaircraft batteries and searchlights 
should be moved away from key plants 
and installations. They attract enemy air- 
craft. 

Prepare for all eventualities—not just 
atomic warfare, but also for high explo- 
sive, incendiary, gas and bacteriological 
weapons, 


For the Plant 

Plan ahead to bolster morale of the 
workers. Plan to help bombed-out em- 
ployes and families with home repairs, 
emergency feeding, and financial assist- 
ance. 

Give first priority to protection of work- 
ers. 

Locate shelters as near the place of work 
as possible. 

Do not assign personnel to shelters by 
departments—a direct hit might wipe out 
your key engineers, tool workers, etc. 

Organize mutual aid pacts with neigh- 
boring firms. 

Remember that wars are not won in air- 
raid shelters—organize so that a minimum 
of production time is lost without sacrific- 
ing adequate protection of lives and prop- 
erty. 
Stockpile critical repair materials, first 
aid and medical supplies and emergency 
food stocks. 


For the Community 

CD headquarters must be outside the 
target areas. If possible it should over- 
look the area. 

Thorough training, frequent tests, 
and accurate information are the best 
ways to prevent panic. 

Evacuation plans and post-raid help 
for bombed-out victims must be pre- 
pared in advance—where to take, Ped 
and house evacuees. 

Mobile noncombat CD troops should 
be trained and available in each civil de- 
fense region. 

Heavy rescue equipment must be 
available for quick dispatch to badly 
damaged areas. 

All communities do not need the same 
protection. CD measures should be car- 
ried out in accordance with importance 
and vulnerability of the area, so as not 
to waste critical materials and man- 
power. 

“Protecting Personnel in Wartime” 
($4.00) was prepared by R. Maxil Bal- 
linger of the Conference Board's Divi- 
sion of Business Practices. It is Number 55 
of the ‘Studies in Business Policy.” 
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"This book helped us plan 
sound credit policy--explained 
how AMERICAN CREDIT INSURANCE 
pays us when our 


\\ We're thankful we completed 
our program of protection 
with AMERICAN CREDIT INSURANCE. 


customers can't!" 


N 
Not long ago, one of our 
biggest customers, with a 
high credit rating, got into 


financial difficulties due 
to a long strike... 


He couldn't pay his account 
with us. We'd have been ina 
tight squeeze moneywise 
except for our A.C.I. policy. 


Send for 
your copy today! 


} 


What about your company? 
Are your receivables safe I 
from loss? 


AMERICAN CreEpIt INSURANCE protects one of 

your most important asset accounts receiv- 

able. That's particularly important now when 
so many companies face a tightening working capital 
situation as a result of inflation, high volume, high taxes. 
An American Crepir policy also improves your credit 
standing with banks and suppliers. For a copy of our 
book “Why Safe Credits Need Protection’”’ phone the 
American Credit office in your city or write AMERICAN 
Crepit INpemNnitry Company or New York, Dept. 55, 
First National Bank Bldg., Baltimore 2, Md. Offices in 
principal cities of the United States and Canada. 


American Credit 


Insurance 








Fundamental Improvements in Federal Accounting Noted 


Comptroller General Lindsay C. War- 
ren, Treasury Secretary John W. Snyder, 
and Budget Director Frederick J. Lawton 
recently announced ‘‘a series of improve- 
ments of fundamental character” in the 
Federal Government's accounting as a 
result of their joint accounting improve- 
ment program being conducted cooper- 
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EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction. thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to 


THE CONTROLLER 
One East Forty-second Street 
New York 17, N. Y. 
Replies will be forwarded 





SITUATIONS WANTED 





COMPTROLLER—EXECUTIVE 

ACCOUNTANT 
Age 39, CPA, presently employed as comp- 
troller, offers sound public and private ex- 
perience, proven record of accomplishment. 
Desires position of executive responsibility 
with established progressive organization. Box 
1090 


EXECUTIVE ACCOUNTANT 
Executive assistant in Financial Division of 
large manufacturing company desires posi- 
tion as assistant to controller or chief ac- 
countant. Fifteen years’ experience with two 
large manufacturing companies, serving both 
line and staff positions. Have specialized in 
general accounting, budgets, insurance, pen- 
sions, credits, and office management. Also 
have experience in government contract ad- 
ministration and bank financing. Age 40, 
married with two children. Presently located 
in midwest, but will relocate. Salary open. 
Box 1091, 


CONTROLLER—TREASURER— 
BUDGET DIRECTOR 

Skilled administrator, presently employed as 
controller—treasurer—budget officer of large 
utility. Keen analyst, gets things done at 
minimum cost. Thorough knowledge account- 
ing, finance, costs, controls, budgets, systems, 
procedures, credits, insurance, taxes, pen- 
sions, government contacts. Previous heavy 
manufacturing experience. University trained 
business administration, accounting,  fi- 
nance, statistics, economics, law. Member 
Controllers Institute. Can relocate, U. S. or 

abroad; knowledge languages. Box 1092 





NOTE: THe ConTRoLuer reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





atively with all government agencies. The 
three officials met to review the accom- 
plishments of the program during the 
past year. 

Improvements reported included greatly 
expanded use of modern business meth- 
ods of accounting and budgeting and the 
elimination of a substantial amount of 
red tape, paperwork and record-keeping 
in the various federal agencies. The ofh- 
cials said much of the simplification and 
improvement was made possible as a result 
of authority contained in the Budget and 
Accounting Procedures Act enacted by 
Congress in 1950. Previous requirements 
aimed at fitting detailed accounting into 
the same rigid pattern to feed elaborate 
central accounting processes have been 
eliminated or simplified. They empha- 
sized that a great many of the improve- 
ments developed as a result of the initia- 
tive and coordinated efforts of operating 
agencies. 

Comptroller General Warren pointed 
out that nearly every kind of business ac- 
tivity is represented in government along 
with many activities unique to govern- 
ment. He stated that for effective man- 
agement each agency must have account- 
ing systems tailored to its particular needs, 
but that all systems had to meet broad 
objectives of full disclosure and satisfac- 
tion of the needs of the Treasury, Budget 
and GAO for control and informational 
purposes on behalf of Congress and the 
executive branch. 

Mr. Warren said he had started cutting 
down on central accounting requirements 
a year ago by eliminating the Accounting 
and Bookkeeping Division of the GAO 
which involved cutting out nearly 300 jobs 
in his office alone. He said increased em- 
phasis on agency accounting and internal 
control was accompanied by expanded use 
by GAO of comprehensive ian other au- 
dits at the site of agency operations. He 
stated that during the past year this type of 
audit had been extended to 15 agencies or 
major segments of agencies with 31 major 
activities now on this basis of audit. This 
makes it unnecessary for agencies to send 
vouchers and related documents to GAO 
at Washington. 

Secretary Snyder mentioned that three 
regulations issued jointly by the Comp- 
troller General and himself under author- 
ity of the Budget and Accounting Pro- 
cedures Act of 1950 eliminated a number 
of steps in the fiscal procedures. 

This, in turn, eliminated a considerable 
time lag between the collection of money 
and the making of it available to disburs- 
ing officers. This savings in time, in some 
cases, ran as high as 30 or more days. The 
Secretary added that this is providing « 


practical basis for tying in the operating 
accounts of each agency with the cash ac- 
counts of the Treasury. He pointed out 
that this is an important factor in laying a 
sound foundation for central financial re- 
porting by the Treasury. 

Budget Director Lawton pointed to the 
fact that business-type presentations in the 
1953 budget almost doubled those for 
1952 with 48 new presentations on that 
basis. He stated that this was due to re- 
classifications of accounts under the joint 
program and to increased emphasis on co- 
operative work in identifying business- 
type operations. He added that still other 
budgets can be backed up with business- 
type financial statements prepared from 
the agencies’ books. Mr. Lawton cited the 
Atomic Energy Commission and the Bu- 
reau of Reclamation as examples. Each of 
these agencies has assets aggregating sev- 
eral billions of dollars. He also said that 
a governmentwide follow-up program on 
budget and accounting classifications for 
activities, begun this year under the joint 
program, should do much not only to in- 
tegrate such classifications, but to provide 
better accounting support for the Ledget. 

Secretary Snyder and Budget Director 
Lawton joined Comptroller General War- 
ren in paying high tribute to the work 
done during the past year by the Post Of- 
fice Department with assistance of joint 
program staff and the Federal Reserve 
Banks and the banking system of the 
country in completely revamping the 
money order system as of July 1, 1951. 
They called this job “the biggest proce- 
dural conversion ever undertaken.” It in- 
volved complete conversion of operating 
procedures las issuance, payment, account- 
ing and audit of 400 million money orders 
a year originating at 42,000 points. These 
orders, if stacked on top of each other, 
would reach a height of 43 miles. The 
new mechanized procedure, based on use 
of a punched card as the money order, 
made it possible to eliminate separate 
preparation of 300 million cards a year 
for accounting and audit purposes. The 
new system also eliminated 900,000 
checks and 700 positions in the Post Of- 
fice Department. 

Other procedural simplifications in- 
cluded changes in the administrative ex- 
amination of accounts prior to their trans- 
mission to GAO for audit and settlement, 
saving two separate handlings of nine 
million vouchers annually and a_proce- 
dure for making payments on the basis of 
“disbursement schedules” instead of indi- 
vidual vouchers which has saved the prep- 
aration of about 2,800,000 vouchers a 
year in the face of an increase of one mil- 
lion checks issued a year. 
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MBs. 


Operating Speed! 
Sensimatic design permits 
the operator to work as fast 
as she chooses. Each key and 
motor bar has a uniform, 
scientifically correct pressure. 
Every control is within easy 
sight, easy reach. 


When a Burroughs Sensimatic comes into your business, 
your accounting work steps up to the swift tempo of to- 
day’s production pace. You get the facts that guide your 
operations on time all the time. You get more accounting 
done by fewer people . . . with fewer machines, less over- 
time, less expense. And you get all this at a surprisingly 
low cost! Find out about the Burroughs Sensimatic for your 
office . . . talk Sensimatic with your Burroughs man today. 
Burroughs Adding Machine Company, Detroit 32, Mich. 





CARD FINDING SYSTEM 


HAS NO EQUAL 


SIMPLAFIND —an entirely 


new, motorized, completely 
automatic card file. Uses 
existing records without re- 
copying or alteration. For 
standard or special size cards, 
sheets, address plates, etc. 
Assures amazing production 
increase on reference and 
on hand or machine posted 
records. 


PUSH-BUTTON CONTROL 
— at a single touch — the cards 
you want are quickly and auto- 
matically positioned before you. 
They always come to you via the 
shortest route. Nothing could be 
easier. Unbelievably compact — 
more so than tubs, desks, shelves, 
bins, panels, wheels, drawers or 
trays of any sort. Nothing could 
be quicker. 





SO EASY —at a touch of 
the control everything comes 
to you effortlessly at normal 
desk or counter height. Each 
card tray is only 10" long — 
easy to reach, easy to read 
— and fast — less than 3 
seconds average time. Ask 
for "proof" or see a convinc- 
ing demonstration. 


SIMPLA RESEARCH AND MFG. CO., INC. 


427 Fourth Avenue, New York 16, N. Y. 


SEND ME SIMPLAFIND FACTS 


NAME 





COMPANY 





ADDRESS 





LExington 2-9250 


x 


GET 
PROOF 








